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The Incorporated Accountants’ 
Journal. 


THE OFFICIAL ORGAN OF 


Tue Incorporated Accountants’ JourNnaL is published 
monthly, on the first day of each month, at an Annual 
Subscription of 12s. 6d., which includes postage to all parts of 
the world. The price of a single copy is 1s. 3d., postage extra. 

Communications respecting the general business of the paper 
to be addressed to the Secretary of the Society of Incorporated 
Accountants and Auditors, 50, Gresham Street, Bank, |.ondon, 
E.C.2. Cheques and postal orders should be made payable to 
the Society, and crossed “ Bank of England.” 

Letters for the Editors to be forwarded to them, care of the 
Secretary, as above. Correspondence, copies of reports and 
accounts, &c., will be welcomed from the profession. 
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ADMINISTRATIVE COUNTY OF LONDON. 


The London County Council requires Instructors in the 
undermentioned subjects for appointment to the panels of staff 
eligible for employment as required in evening institutes— 
(1) Tueory anp Practice or Commerce (16s.); (2) ELEMENTS 
or Commerce (lls.); salaries for two hours teaching. 
Appointment to a panel is no guarantee of employment, and 
it is unlikely that fresh vacancies will arise before September 
next. 


Apply Education Officer (T.5(b)), The County Hall, S.E.1 
(stamped addressed foolscap envelope necessary) for Form =) 
to be returned by 7th March, 1925. Preference given to those 
who served or attempted to serve with H.M. Forces. Canvassing 


ualifies. 
~ MONTAGUE H. COX, 


Professional Notes. 


In the House of Commons on February 24th Mr. 
Walter Raine, M.P., asked the President of the 
Board of Trade whether he was aware of the 
recommendations made by the Committee which the 
Board of Trade appointed to consider and report 
what amendments of the Bankruptcy Act, 1914, 
recent experience had shown to be desirable; whether 
he proposed to introduce the necessary legislation 
in the present Session to carry out these reeommenda- 
tions; and, if not, what course he proposed to 
pursue regarding them. The President, Sir Philip 
Cunliffe-Lister, replied that subject to consideration 
of details, he was in general agreement with the 
recommendations of the Bankruptcy Committee, and 
he had given instructions for a Bill to be drafted, 
based on their report. He could not, however, say 
at present whether it would be possible to introduce 
the Rill during the present Session. 


A Chair of Commerce has been established at the 
University of Melbourne and the Joint Council of. 
Accountancy Bodies in Victoria is represented on 
the Faculty by Mr. E. V. Nixon, A.S.A.A., F.C.P.A. 
It is recognised that the immediate work of the 
Faculty is to prepare students for the diploma of 
commerce and for the degree of b.Com. The courses 
proposed will give due recognition to the three main 
branches of higher commercial education, namely, 
Accountancy, Law and Economics, and the needs of 
those who wish to become professional accountants 
will,be specially provided for. 


' The Annual Report of the Council of the Society 
of Accountants in Aberdeen (incorporated by Royal 
Charter in 1867) has been issued and shows that 
the membership at December 81st last was 106. 
Reference is made in the report to the Union of 
South Africa Accountants Registration Bill, the 
National Debt and Taxation Committee, and Govern- 
ment Departmental Audits. 


In the action of Mitchells v. W. B. Peat & Co., 
}Chartered Accountants, which was heard before 
Mr. Justice Avory and a special jury in the King’s 
Bench Division, and which lasted for five days, the 
jury found a ~~ ' for the defendants with costs, 
and his Lor a my opinion, without 
hearing the . defendants at all, this 
claim is one of the u. -eposterous and unfounded 
which has ever been brought into a Court of Justice.” 
While the result is most satisfactory to the 
defendants, it is a striking example of the risks 
which have to be encountered by the profession in | 
carrying on their daily work. 


An extraordinary action from the professional 
standpoint was heard recently by Mr. Justice 
Shearman in the King’s Bench Division, wherein 


Deputy Clerk of the London County Council. 
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Messrs. Morgan Brothers & Co., Incorporated 
Accountants, were sued with two Members of 
Parliament and a firm of solicitors for the return of 
£250 paid by the plaintiff to one Hicks in connection 
with a company proposed to be formed and to be known 
as ‘British Time Pieces, Limited.’’ The plaintiff 
alleged that the names of all the defendants appeared 
on a prospectus marked ‘Not for publication.” 
Messrs. Morgan Brothers & Co. denied inter alia 
tnat Mr. Hicks had any authority to use their name 
on the prospectus. At the conclusion of the 
plaintiff's case, the learned Judge said there was no 
evidence against any of the defendants except 
Mr. Hicks, and he dismissed them from the action. 


At the annual meeting of the Bradford Chamber 
of Commerce, held on February 10th, Mr. William 
Claridge, F.S.A.A., Deputy Chairman of the 
Accountants’ Section, in supporting a vote of thanks 
to the President, referred to the strenuous work that 
had been done by the Accountants’ Section, and 
stated that the example which had been set by 
Bradford in forming what was practically a 
_consultative committee of accountants had been 
recommended for adoption by other Chambers of 
Commerce in Great Britain, and he thought that 
co-operation and consultation between Chambers of 
Commerce and the accountants in each town would 
be fraught with great advantage to the community. 


The annual dinner of the Belfast Society of 
Chartered Accountants was held on February 17th, 
under the chairmanship of Mr. W. Moore Knox, F.C.A. 
Sir James Craig, the Prime Minister of Northern 
Ireland, the Right Hon. E. M. Archdale, Minister of 
Agriculture and Commerce, and Mr. R. J. Kidney, 
President of the Society of Incorporated Accountants 
and Auditors in Ireland, were among the guests. 
In proposing the toast of “The Institute of 
Chartered Accountants in Ireland,’’ Mr. Archdale 
expressed his acknowledgments to the Institute for 
their assistance in respect of the administration 
of the Companies Act, and said that in regard to the 
Panel of Public Auditors appointed by the Ministry 
under the Friendly Societies Act it was their policy 
to restrict new appointments to members of that 
Institute and the Society of Incorporated Account- 
ants and Auditors. ° 


It is observed from The Canadian Chartered 
Accountant of January that the Civil Service 
Commission of the Dominion of Canada have taken 
steps to appoint a number of persons with definite 
accountancy qualifications for the Government 
Service. Although from time to time the Home 
Government has appointed professional accountants 
for certain duties, the principle has not been 
generally recognised of appointing for audit and 
similar duties qualified persons trained outside the 
Service. We hope that the step taken by the 
Dominion Government will tend towards the raising 
of the standard of accountancy work in the Dominion 
Civil Service. 


In our issue of December last we notified that an 
arrangement had been arrived at with the United 
States of America for relief from double taxation on 
shipping profits under the provisions of sect. 18 of 
the Finance Act, 1923. A similar arrangement has 
now been made with Norway, Sweden and Denmark 
respectively, Orders in Council in relation to which 
appear in the London Gazette of February 10th. 


The same issue of the Gazette contains also an 
Order in Council under the provisions of sect. 23 (1) 
of the Finance Act, 1917, notifying that arrangements 
have been made with the Government of the Island 
of Malta whereby, in respect of Excess Profits Duty, 
only the duty which is the higher amount is to be 
payable, and that the amount of such duty is to be 
apportioned between the exchequers of Great Britain 
and Malta. 


The annual report of the Chief Registrar of 
Friendly Societies tor the year 1922 provides some 
interesting reading. It clearly indicates much 
looseness and laxity on the part of the officers and 
committees of these societies, resulting in serious 
losses in many cases. According to the report many 
secretaries fail to appreciate fully what constitutes 
an account of income and expenditure which is the 
basis of the annual returns, and this notwithstanding 


that the subject is dealt with at some length in the 


instructions issued with the annual return forms. 
Recognising that the officers of these societies 
frequently have but a very meagre knowledge of 
accounting and that the societies in numerous cases 
do not employ professional auditors, an endeavour 
has been made by the Department to simplify some 
of the forms of annual return for the year 1924 in 
the direction of requiring mainly an account on a 
cash basis supplemented by adjusting entries for the 
purpose of arriving at the true financial position. 


The losses and defalcations of some of these 
societies have been considerable, and in the opinion 
of the Registrar most of the losses would have been 
avoided had the committees periodically called for 
the production of proper accounts and bank pass 
books, and at the same time ascertained that the 
cash was banked regularly and that no more was 
retained in hand than was necessary to meet current 
needs. In many cases also the societies suffered loss 
through failure to reclaim income tax deducted at 
the source, being apparently unaware that they were 
entitled to any such recovery. 


During last month three appeals came before the 
House of Lords in relation to Inland Revenue 
matters, all of them involving principles of some 
importance, and in each case the appeal was dismissed. 
The first was that of Foulsham v. Pickles, in which 
the employee of a company rendering services in 
West Africa but receiving his remuneration by a 
payment in this country was assessed under Case V 
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‘‘in respect of income arising from possessions out 
of the United Kingdom.”’ First Mr. Justice Rowlatt 
and then the Court of Appeal held that the income 
in question was not ‘‘a possession out of the 
United Kingdom,” and that the assessment was 
therefore bad. 


In affirming this decision the Lord Chancellor 
referred to Lord McNaughton’s judgment in the case 
of Colquhoun v. Brooks, in which he said ‘the 
word ‘ possessions’ is not a technical word. It seems 
to me that it is the widest and most comprehensive 
word that could be used.”” The word ‘‘ possessions” 
therefore was wide enough to cover ‘sources of 
income,” but that was not enough. It was necessary 
to show that the employment was outside the United 
Kingdom and that the income was remitted to the 
United Kingdom from outside, or imported or brought 
into the United Kingdom in some form. In this case 
there were no remittances from abroad whatever, the 
money being paid into the employee’s banking 
account in England, upon which his wife had the 
power to draw. The money so arising and payable 
was therefore outside the rule, and was not taxable 
under Case V at all. His Lordship was further of 
opinion that it would not now be right to require the 
Commissioners to make an assessment under Case II. 
The point of the case appears to be that income 
which is not receivable abroad cannot be a ‘foreign 
possession.” 


, 


The next case was that of the South Behar 
Railway Company, Limited, v. Inland Revenue 
Commissioners, and related to Corporation Profits 
Tax, the question being whether the company was 
liable to tax by the holding of investments as it did 
not carry on business in any other way. The Lord 
Chancellor said that the words “including the 
holding of investments” in sect. 52 (2) of the 
Finance Act, 1920, appeared to refer not to all cases 
in which a company had money invested, but only to 
cases where the holding of investments was the 
business or part of the business of the company. 
In this case there was no other reason for the 
company’s existence than the holding and drawing 
of income from its investments. The company was 
accordingly held liable to assessment and the appeal 
dismissed. : 

The third case also referred to Corporation Profits 
Tax, viz, Gloucester Railway Carriage € Wagon 
Company, Limited, v. Inland Revenue Commissioners. 
The company’s business consisted of two parts—the 
selling of wagons and the hiring of wagons. After 
a time it was decided to stop the hiring and sell off 
the wagons used for that purpose, the result being 
that the sums received were larger than the figure 
at which the wagons stood in the company’s books, 
and it was this excess which the Inland Revenue 
claimed to assess as a profit. On behalf of the 
company it was claimed that the amount in question 
was capital increment, but this their Lordships 
refused to recognise and dismissed the appeal. In 


the course of his judgment, Lord Dunedin said: 
‘* A wagon is none the less sold as an incident of 
the business of buying and selling because in the 
meantime, before being sold, it has been utilised by 
being hired out. There is no similarity whatever 
between these wagons and plant in the proper sense— 
e.g., machinery—or between them and investments, 
the sale of which plant or investments at a price 
greater than that at which they had been acquired 
would be a capital increment and not an item of 
income.” 


A very usual provision in a lease is that the lessee 
shall not be entitled to assign without the consent 
of the lessor, such consent not to be unreasonably 
withheld. Under a lease which embodied these 
terms consent to assign was refused on tle ground 
that the proposed assignment was to another tenant 
of the lessor who would thus be left with an 
empty property as he would have great difficulty 
in finding a suitable tenant. There was no 
objection to the assignee on the ground of respectability 
or responsibility. The Court held that as the 
refusal in this case had nothing to do with the 
personality of the assignee or the user or occupation 
of the premises and was, in fact, not in relation to 
these premises at all, it was unreasonable. The 
lessee was accordingly free to assign without the 
licence. [Houlder Bros. & Co., Limited, v. Gibbs.) 


Statutory Books of Account. 


Tue report of the Committee appointed by the 
President of the Board of Trade to consider what 
amendments of the Bankruptcy Act, 1914, recent 
experience has shown to be desirable, more 
particularly in regard to the provisions for the 
discovery and punishment of offences, was issued 
during February, and has given much satisfaction in 
commercial circles. 

It will be remembered that the Committee was set 
up by the Board of Trade upon the representations 
of the Association of British Chambers of Commerce 
after their own Committee, of which Sir James 
Martin was Chairman, had made an investigation for 
themselves into the subject of fraudulent trading, 
and it is satisfactory to know that the Government 
Committee—of which Mr. E. W. Hansell, the well 
known bankruptcy barrister, was Chairman, and 
which included amongst its members two members 
of the accountancy profession, Mr. A. O. Miles, 
F.C.A., and Sir James Martin, F.S.A.A., and also 
Mr. H. F. Carlill, Inspector-General in Bankruptey— 
has found itself in substantial agreement with the 
proposals of the Chambers of Commerce Committee. 

The Board of Trade Committee in their report 
state that the evidence has satisfied them that in 
various branches of industry, particularly in the 
textile trades, very heavy losses have been sustained 
since the war by fraudulent trading carried on 
largely by aliens, especially in the City and the 
East End of London. It was shown to the 
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Committee that these fraudulent bankrupts account 
for the disposal of the goods in their books, if any 
are kept, as ‘‘cash sales’’ or as “book debts” 
owing by persons who are either fictitious or cannot 
be found. The Committee explain that many of 
the acts and defaults dealt with in sect. 154 of the 
Bankruptcy Act are criminal only if committed 
within six months prior to the presentation of the 
petition, and they recommenc that sub-sects. (4), 
(5), (9), (10), (11), (12), (18), (14), (15) of sect. 154 
shoul amended so as to provide that the acts 
and defaults of a debtor, which by those sub-sections 
are made criminal offences if done or committed 
within six months before the presentation of a 
bankruptey petition, by or against him, on which 
a receiving order is made, shall be made criminal 
offences if done or committed within twelve months 
before the presentation of such a petition. Certain 
other additions proposed by the Chambers of 
Commerce Committee to this section are ruled 
out by the Government Committee as being either 
too drastic or already provided for under the 
existing law. 

The recommendation in the Committee's report of 
the greatest importance to our mind is in regard 
to the failure to keep proper books of account. 
Sect. 158, sub-sect. (1), of the Bankruptcy Act 
limits the infliction of the penalties provided in the 
section to those who have ‘‘on any previous 
occasion”’ been adjudicated bankrupt or made a 
composition or arrangement with their creditors. 
It is proposed by the Committee to amend sect. 158 
so as to make failure to keep and preserve proper 
books of account criminal in the case of a first 
bankruptcy, subject to the following conditions :— 


(a) The present proviso to sub-sect. (1) of sect. 158 
of the Act of 1914, with the substitution of 
£500 for £100, should be retained as a 
protection. The Committee think this would 
be quite sufficient to exempt the honest 
retailer selling goods in the ordinary course 
of his business. 

(6) The law should further define the books to be 
kept so that they shall include accounts of 
all goods sold and bought and sufficient 
details of such goods and of the buyers and 
sellers thereof respectively to enable the 
goods and the buyers and sellers thereof to 
be identifiable. 

(c) No prosecution for this offence shall take 
place before two years after the passing of 
the Act. 


The Committee, it will be seen, consider that 
there must be a substantial time after the passing 
of the amendment of the law as suggested before any 
prosecution ought to take place, and they have also 
felt it necessary to put in an exemption for the 
benefit of the small retail trader. When the 
Government Bill to give effect to the Committee’s 
proposals is drafted, great care will have to be 
taken in defining the books of account to be kept 
and the nature of the details to be inserted therein. 
’ All trustees in bankruptcy know that in the case 
of failures of a certain type the books of account 


either disappear at the critical period, or if in 
existence they fail to disclose such particulars as are 
indispensable in tracing the purchase and sale of 
goods and the receipt and disposal of cash. 

On the subject of the existing law relating to 
the trial and punishment of offences against the 
Bankruptcy Act, the Committee quote observations 
of the Common Serjeant, Sir Henry Dickens, K.C., 
who has done so much in drawing the attention of 
the public to the large number of fraudulent 
bankruptcies which come before the Central Criminal 
Court. The Committee consider that Courts of 
Summary Jurisdiction should be given power to inflict 
up to twelve months imprisonment for a bankruptcy 
offence instead of only six months, as at present, 
and that debtors committed for trial should be liable 
upon conviction for fraudulent bankruptcy to a 
maximum punishment of five years penal servitude. 

The report contains other information and many 
useful suggestions, one of which is that traders 
would do well to avail themselves more freely of the 
Registration of Business Names Act, 1916, and 
report to the Board of Trade in case of non- 
compliance therewith. It is a matter of great 
interest that the Government Committee, comprising 
as it did business men, professional accountants, 
both branches of the legal profession and the 
Inspector-General in Bankruptcy, should have been 
able to arrive at practically unanimous conclusions, 
a result which materially adds to the value of the 
report and makes it very difficult for the Government 
not to take immediate steps for carrying the 
Committee’s recommendations into law. The 
harmonious working of the Committee enabled it to 
surmount its own difficulties. Mr.A.M.Samuel,M.P., 
who introduced the Chambers of Commerce Bill into 
Parliament, resigned from the Committee upon his 
appointment as a member of the Government. 
Another member, Mr. H. H. Spencer, at the 
conclusion of the last General Election, left for 
an extensive voyage for the benefit of his health. 
Mr. W. H. Whitelock, the Senior Registrar of the 
Birmingham County Court, who was unwell during 
the concluding stages of the Committee’s work, 
passed away, to the regret of all, within a few days of 
affixing his signature to the report, in the drafting 
of which he made some valuable contributions. 


Procedure and Practice in Rating 
Valuations. 


THERE are many rating authorities in London, and 
in order to promote uniformity of practice and 
procedure in regard to valuation and assessment it 
is usual for the metropolitan boroughs to meet in 
the year before the quinquennial valuation list is due 
to consider matters affecting rating. This meeting 
convened by the Westminster’ City Council, is 
called the Westminster Conference. Subsequently, 
a conference of the Local Government Committee of 
the council with representatives of the Corporation 
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of the City of London, the metropolitan borough 
councils and assessment committees, the Metro- 
politan Asylums Board, and the Metropolitan Water 
Board, is convened by the London County Council 
at the County Hall, which settles rating practice and 
procedure for the new quinquennial valuation list 
for1925. Summarised, the results of this conference 
are as follows :— 


1.— Weekly and Monthly Tenancies.—In convert- 
ing weekly and monthly tenancies into hypothetical 
yearly tenancies for the purpose of arriving at 
the gross value, the annual payments for rates 
(including water) shall be deducted from the annual 
amount receivable by weekly or monthly payments, 
according to the amount of the rate in the pound. 
In the case of artisans’ dwellings, each tenement 
shall be regarded as a separate hereditament for 
assessment purposes. Allowance for the additional 
expense of a caretaker and common staircase may be 
considered as included in the statutory deduction. 


2.—Rise in Value of Property.—No flat rate of 
percentage representing the increase in the value of 
property shall be made. Each rating authority will 
deal with this question independently, having regard 
to the conditions and circumstances of each case. 


8.—Agreements and Leases for a Term.—(a) In 
the case of ordinary agreements for years, where the 
landlord undertakes repairs, the rent reserved under 
agreement shall, as a general rule, be taken as 
representing gross value. In the case of agreements 
for years, where the tenant undertakes internal 
repairs only, 5 per cent. shall be added to the rent 
under agreement to arrive at gross value. 

(b) Where an ordinary repairing lease for a term, 
at a rack rent, has been granted not more thian five 
years prior to the date of assessment, and no 
premium or other consideration has been paid, 
and the lessee has not expended any money for 
improvements, the rent reserved, plus 10 per cent., 
shall, as a general rule, be taken as indicating the 
gross value in classes one to five of the Third 
Schedule to the Valuation (Metropolis) Act, 1869. 

(c) Where a premium has been paid, or outlay 
incurred, by a lessee under an ordinary repairing 
lease by which the annual value is increased 
(provided that the amount of the increased letting 
value due to such outlay cannot be otherwise 
ascertained), there shall be added to the rent 
reserved a proportion of the premium and outlay, 
and the result, together with 10 per cent. added, 


shall be taken as indicating the gross value. 


(d) In the case of leases granted more than five 
years prior to the date of assessment the same 
course shall be adopted as laid down in paragraphs 
(b) and (c), but the rent reserved under the lease 
shall be reviewed and any change of value affecting 
the property taken into consideration. 

4.—Freeholds and Long Leaseholds.—(a) The 
rent which a yearly tenant might fairly be expected 
to pay shall be taken as the gross value in every 
instance where the property might fairly be so let. 

(b) Where this test cannot be applied, either the 
ground rent (if recently fixed) or the estimated value 


of the land for the purpose for which it is used, 
calculated at 4 per cent. on the capital value thereof, 
together with 5 per cent., 54 per cent., 6 per cent. or 
7 per cent. on the present value of the buildings, 
plus an adequate amount for repairs, is to be taken 
as indicating the gross value. Asa rule, 5 per cent. 
should be applied to the most costly buildings, and 
7 per cent. to those of least value. 


5.—Rows of similar Houses.—In the case of two 
or more houses in the same street or road containing 
the same number of rooms and accommodation but 
let at various rents, the average rent shall, unless 
there are exceptional circumstances, be taken as the 
basis of assessment. 


6.—Flats and Houses Let in nb RR In 
assessing flats, maisonettes, chambers, &c., let at 
inclusive rentals, a standard rate of allowance should 
not be laid down, but the values should be arrived at 
according to the merits and circumstances of each 
case, the properties being regarded as coming within 
class eleven of the Third Schedule to the Act of 1869. 

(b) Where a house was built or has been converted 
into flats for the occupation of two or more families, 
each flat being structurally adapted for separate 
occupation or self-contained and let to a separate 
tenant by a non-resident landlord, each flat shall be 
separately rated. 


7.—Houses Let in Lodgings or Apariments.— 
Where a house built for the accommodation of one 
family and not since adapted structurally for separate 
occupation or self-contained, is wholly let out in 
apartments or lodgings by a non-resident owner 
rateable under sect. 7 of the Representation of the 
People Act, 1867, such house shall be assessed as a 
whole on the basis of the comparative value of similar 
houses and the rent which a hypothetical tenant 
would be willing to pay, having regard to all possible 
risks (loss of rent, &c.) incidental thereto. 


8.—Public Houses.—(a) In the. case of freehold 
public houses and other licensed premises, 4 per 
cent. on the present value of the land together with 
6 per cent. on the present value of the building 
shall be taken as the rent, and, together with 5 per 
cent. on half the premium which would be given for 
the premises and business subject to such rent, 
shall be taken as indicating the gross value. 

(6) In the case of public houses and other licensed 
premises held on building lease, the ground rent, 
together with 6 per cent., 7 per cent. or 8 per cent. 
on the present value of the building shall be taken 
as rent, and, together with 5 per cent. on half the 
premium which would be given for the premises and 
business shall be taken as indicating the gross value. 

(c) Where pubiic houses and other licensed premises 
are held on an ordinary repairing lease, the rent 
reserved, together with a proportion of any structural 
outlay incurred by the lessee and a proportion of 
half the premium, shall be taken as indicating the 
gross value. 

(d) In the case of a licensed house alleged to 
be subject to a tie, the rent reserved to the brewer 
may be disregarded, and the annual value calculated 
at not less than the annual rent which would 
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be given for it as a free house in arriving at 
the gross value. Grocers’ off-licenses should be 
dealt with on the same principles so far as the 
premium or selling value can be ascertained. 

(e) In all cases as an alternative, licensed 
premises may be assessed on the basis of the 
trade done. 

(f) Where a licence has been granted since the 
commencement of a holding and no premium paid 
therefor, the increase in value shall be estimated, 
and in cases where houses are let by brewers or 
other firms to annual tenants and no premium or 
other consideration is paid, the fact of a licence being 
attached to the premises shall be taken into 
consideration, and the annual value calculated at 
not less than the annual rent which would be given 
for it as a free house in arriving at the gross value. 

(g) With a view to obtaining the requisite 
information for the purpose of the assessment of 
licensed premises, assessment committees should 
make use of their powers under sect. 57 of the 
Act of 1869. . 


9.—Theatres, Music Halis, Picture Palaces.— 
These, in the absence of direct or other satisfactory 
evidence of rental value, should be assessed on the 
basis of net earnings. 


10.—Machinery and Advertisements.—(a) In the 
case of premises where the assessable value is 
enhanced by the presence of plant and machinery 
essentially necessary to the business carried on, 
and which is intended should remain attached to 
the premises so long as they are used for the purposes 
of the business, such enhanced value, unless already 
covered by the rent paid by the occupier shall be 
taken into account. 

(b) Having due regard to necessary modifications 
in special cases, not exceeding 74 per cent. of the 
capital value of rateable machinery shall be taken 
as the maximum percentage for gross value. 

(c) The maximum deduction of one-third should 
not be allowed as a matter of course, but the 
amount should vary between one-third and one-sixth 
according to the proportion of machinery included 
in the assessment. 

(d) Temporary hoardings, wherever rateable, shall 
be rated according to rental, and in the case of such 
temporary hoardings no deduction be allowed as 
between gross and rateable. 


11.—Date and Form of Valuation List.—The 
quinquennial list should be made up to include 
all properties ready for assessment up to April 5th 
inclusive in the year in which the list is made, and 
should also incorporate new properties contained in 
provisional lists made between April 6th and the 
date of approval of the quinquenniai list by the 
assessment committee before its re-deposit. In the 
case of properties which are contained in provisional 
lists during this period by reason of alteration in 
value, the quinquennial list should be revised so as 
to show the values which are to be in force when the 
quinquennial list comes into force. The same form 
of valuation list as approved in 1919 for 1920 will 
be adopted in 1925. 


Appeals against the quinquennial valuation list 
may be made to Special Sessions or to Quarter 
Sessions, the procedure being as follows :— 


Appeal to Special Sessions.—By sect. 18 of the 
Act of 1869, the justices in every petty sessional 
division are each year to hold special sessions for 
hearing appeals against the valuation lists. And by 
sect. 42 (10) the sessions may be held at any time 
after November 80th, which will enable all appeals 
to be determined before the ensuing January Ist. 

By sect. 19 any person aggrieved by the decision 
of the assessment committee upon his objection 
may appeal to Special Sessions, but only upon a 

uestion of value. 

Sect. 42 (9) provides that notice of appeal is to be 
given on or before November 21st, and by sect. 33 
such notice specifying the correction desired must 
be served— 


(a) On the inspector of taxes, and on the clerk 
of the assessment committee ; 

(6) When the appeal relates to the unfairness 
or incorrectness of the valuation, or to the 
omission of an hereditament occupied by any 
person other than the appellant, or to the 
incorrectness of any matter stated in the list 
with respect to such hereditament, then on 
such person ; 

(c) If an assessment committee or an inspector 
of taxes is the appellant, then also on the 
overseers. 


It is not, however, necessary to serve a notice 
of appeal on the inspector of taxes where the appeal 
relates only to the rateable value of any hereditament. 

The clerk of the committee, on receiving notice of 
appeal, is forthwith to serve notice thereof on the 
clerk of the Special Sessions. 

The justices are to hear all appeals in open 
Court. They may adjourn the hearing from time 
to time, and to any day, but so that all appeals 
are heard before January Ist. If from accident 
or mistake due notice of appeal has not been given, 
or if an additional notice of appeal appears to be 
required, they may, if they think it just, order such 
notice to be given. They may confirm or alter the 
list so far as it is questioned as they think just, but 
may not make any alteration in contravention of the 
Act. Any alteration is to be made by the chairman 
of the Justices and initialled by him (sect. 28). 


Appeal to Quarter Sessions.—An appeal from the 
decision of the assessment committee may be made 
direct to Quarter Sessions, or if the aggrieved person 
has appealed to Special Sessions he may appeal to 
Quarter Sessions from the decision of Special 


Sessions (sects. 23, 32). 
given on or before January 14th (sect. 42 (12) ), and 
to the same persons as in the case of appeals to 
Special Sessions. 

The sessions may be held at any time after 
February 1st, which will enable all appeals to be 
determined (except where a valuation list or 
valuation is ordered) before March 3lst. Ten days’ 
notice must be given by the clerk before the first 
Court is held (sect. 42 (18), (14) ). 


Notice of appeal must be’ 
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Where an owner or lessee is liable to be assessed 
in place of the occupier or tenant, or, in fact, pays 
any rate in his place under any contract or 
arrangement with him, such owner or lessee is to 
be deemed to be the occupier. Any notice or other 
document to be given to the occupier, except where 
the owner or lessee is liable to be assessed to or to 
pay any rate in place of the occupier, will be deemed 
to be sufficiently given if addressed to such occupier 
and left on the premises to which the notice, &c.. 
relates (Valuation (Metropolis) Act, 1884, sect. 2). 

Where any occupier or ratepayer objects to the 
valuation list in respect of any hereditaments, 
whether consisting of a house or houses subdivided 
into tenements separately assessed, or of separate 
houses or tenements not so subdivided, he may 
include in any one notice of appeal, or in any one 
objection, appeal, or other proceeding, the whole or 
any one or more of the hereditaments separately 
assessed and comprised in one valuation list (Act 
of 1884, sect. 3). 


Grounds of Appeal.—Appeals may be submitted : 
(1) Against the decision of an assessment committee 
on an objection brought before the committee ; 
(2) Against the decision of Special Sessions only upon 
a question of value; or (8) Against total of gross 
or rateable values shown in the valuation list, but 
not on the ground that particular hereditaments are 
under assessed. The Court of Quarter Sessions may 
state a special case for the opinion of the High Court. 


Society of Incorporated Accountants and 
Anditors. 


MEMBERSHIP. 
The following additions to, and promotion in, the Membership 
of the Society have been completed since our last issue :— 


ASSOCIATE TO FELLOW. 
Rosatuan, Percrva, Epwarp, Major (Jones, Robathan & Co.), 
Imperial Buildings, Mount Stuart Square, Cardiff Docks, 
and 8, Park Place, Cardiff, Practising Accountant. 


ASSOCIATES. 

Artuur, Apert, Clerk to H. G. Liversidge, Imperial 
Buildings, Rotherham. 

Back, Wiu11am Joun, Clerk to Hodgson, Harris & Co., 
5, St. John Square, Cardiff. 

Baxrer, Ropert James, Clerk to Hughes & Allen, 67, 
Basinghall Street, London, E.C.2. 

Bennett, Cyri Leste, Clerk to Kain, Brown, Bennett & Clark, 
59, Chancery Lane, London, W.C.2. 

Brrp, Tomas Reeves, Borough Treasurer’s Department, 
Town Hall, Salford. 

Brack, Reemvatp Cyrm, Clerk to H. C. Bound, Worcester 
House, 7/8, Walbrook, London, E.C.4. 

CoomBer, Ronatp Rosert, B.Sc.(Econ.), Clerk to Knox, 
Cropper & Co., Spencer House, South Place, London, E.C.2. 

Coompes, Freperick James, Clerk to Langton & MacConnal, 
22, Lord Street, Liverpool. 

Davies, AtrrED Tresipper, Clerk to W. Claridge & Co., 
53, Well Street, Bradford. 

Epwarps, Wimu1am Freperick, Clerk to E. Layton-Bennett, 
Sons & Co., 31 & 32, Broad Street Avenue, Blomfield 
Street, London, E.C.2. 

Granam, Ivan Doveias, Clerk to Paton, Boyce & Welch, 

3, Piccadilly, Bradford. 


Harman, Francis Haronp, Clerk to Alexander Nisbet & Co., 
3, Lincoln’s Inn Fields, London, W.C.2. 

Hawkins, Txomas, Comptroller's Department, London 
County Council, The County Hall, Westminster Bridge, 
London, 8.E.1. 

Hearn, Cuarues, Clerk to Evans, Fripp, Deed & Co., 
90, Cannon Street, London, E.C.4. 

Hotioway, Crrm Ausert Humpnsrey, Clerk to Hilton, Sharp 
and Clarke, 4, Pavilion Buildings, Brighton. 

Howarts, Reornatp, Accountant’s Department, Stretford 
Urban District Council, Council Offices, Old Trafford, 
Manchester. 

Humpsrtes, James, Clerk to Baggaley, Thompson & Hamilton, 
Armitage Chambers, Victoria Street, Nottingham. 

Jackman, Kennetu Atrrep, Clerk to F. Woolley, 6, Portland 
Street, Southampton. 

Jackson, Aurrep, Accountant, Goole Urban District Council, 
Council Offices, Goole. 

Jounson, Wiiiam Ricnarp, H.M. Registry of Friendly 
Societies, 17, North Audley Street, London, W 1. 

Lawson, Vernon Onstow, Clerk to Deloitte, Plender, Griffiths 
& Co., 5, London Wall Buildings, London, E.C.2. 

Lume, Exnts Prercy, Borough Treasurer’s Department, Town 
Hall, Halifax. 

Macnamara, Annie, Clerk to Robert J. Kidney, 12/14, College 
Green, Dublin. 

Mears, Curnpert Vincent, Clerk to Martin, Farlow & Co., 
50, Gresham Street, London, E.C.2. 

Minter, ALLAN Ree@rnatp ALEXANDER, Borough Accountant’s 
Department, Municipal Buildings, Middlesbrough. 

Navin, Josern, Accountant, The South Yorkshire Coal Trade 
Association, Sheffield. 

Nasz, Wirii1am Georce Frewrn, Clerk to Chalmers, Wade & Co., 
24, Coleman Street, London, E.C.2. 


‘Outert, Freperick Henry, Chief Local Accountant, Duchy 


of Cornwall, Princetown, Devon. 

Puarren, Frank Gopwin Freer, Clerk to Harman & Gowen, 
7, Queen Street, Norwich. 

Porz, ALBert Josern, 107, High Street, Gorseinon, Glam., 
Practising Accountant. 

Recorp, Vernon Georoe, Clerk to Larking & Larking, Bank 
Chambers, High Street, Maidstone. 

Roserts, Wi11am, Assistant Borough Treasurer, Town Hall, 
Ilkeston. 

Rozertson, James Eric, Borough Treasurer and Accountant's 
Department, Metropolitan Borough of Hackney, Town 
Hall, Hackney, London, E.2. 

Rosenserc, Apranam, 84, St. George’s Street, Cape Town, 
South Africa, Practising Accountant. 

Row.anp, Horace Reernaxp, Clerk to Charles L. Barfoot & Co., 

* ‘Westgate Chambers, Newport, Mon. 

Ryznanp, Hersert Curt, Clerk to W. H. Payne & Co., 
8 & 9, Martin Lane, Cannon Street, London, E.C.4. 


SampBripce, Joun Ernest, Clerk to Arthur J. Hill, Vellacott 
and Co., 2, Broad Street Place, Finsbury Circus, 
London, E.C.2. 

Sprot, Harotp Percivan Repsuaw, Clerk to Silversides, 
Slack & Barnsley, 44, Bedford Row, London, W.C.1. 

Sreer, Susannah May, Clerk to Blackburns, Barton, 
Mayhew & Co., Alderman’s House, Bishopsgate, 
London, E.C.2. 

Srewart, Witw1uMm James Montgomery, Clerk to James 
Baird & Co., 75, High Street, Belfast. 

Sucpen, Hersert, Clerk to Walter Lund & Plunkett, 
Mornington Chambers, 235, Manningham Lane, Bradford. 

Swaystanp, Epwin Joun Cresswewi, Clerk to Stephenson, 
Smart & Co., 78, Old Broad Street, London, E.C.2. 

Warnetr, Georce Atrrep, Clerk to Holman, Foxcroft and 
Jackson, Mansion House Chambers, 11, Queen Victoria 
Street, London, E.C.4. 

Wetsourn, Bernarp, Assistant City Accountant, The 
Guildhall, Winchester. 

Wikis, Craven, Clerk to F. 8. Pearson & Cryer, Old Bank 

Chambers, Keighley. 
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Obituary. 


ARTHUR EDWARD GREEN. 

By the death of Mr. Arthur Edward Green, F.S.A.A., 
the Society of Incorporated Accountants and Auditors has 
sustained a heavy loss, and the members of the Council 
are deprived of a loyal and unselfish colleague. Mr. Green 
died at his home in London on February 19th after a long 
illness, which showed acute symptoms during a_ visit 
to his daughter in Canada last July. Upon his return to 
England Mr. Green entered a nursing home, and subsequently 
went to Paignton, in Devonshire, where it was hoped that 
he would recuperate, but it soon became evident that no 
sustained improvement could be looked for. 


At the time of his death Mr. Green was in his 73rd year. 
He founded the firm of Arthur E. Green & Co. about 
45 years ago, and on the incorporation of the Society in 
1885 he became an original Fellow. Not long afterwards 
he was invited to accept a seat on the Council, a position 
he held on triennial re-election up to the time of his death. 
In 1907 he was elected Vice-President of the Society, at the 
same time as the late Mr. Harry Lloyd Price was appointed 
President. In 1903 the President and Vice-President, 
together with their respective wives, made a tour in the 
United States and Canada, paying official visits to the 
Convention of the American Association of Public Accountants 
at Atlantic City and to the Societies of Canadian Chartered 
Accountants at a gathering held in Toronto. 


In the year 1910, Mr. Green succeeded to the Presidency, 
the duties of which he discharged until 1913 to the entire 
satisfaction of the members who, at the Annual Meeting 
in the latter year, passed a unanimous vote of thanks to 
him for his services, which was suitably inscribed and 
presented. His zeal for quiet and unostentatious work for 
the Society was never extinguished, and on the death of 
the late Mr. W. G. Rayner he was appointed Chairman 
of the Finance Committee of the Council and one of 
the Society’s trustees. The Incorporated Accountants’ 
Benevolent Fund was always an object of his active 
interest. For many years he had acted as a trustee, 
and succeeded Sir James Martin as Chairman upon the 
appointment of the latter as President. 


The outstanding characteristic of Arthur Edward Green’s work 
for Incorporated Accountants was his absolute unselfishness 
in devoting himself to the interests of his fellow members. 
He never shirked a duty placed upon him and never sought 
advancement. It is absolutely true in his case to say that any 
honours he attained were thrust upon him. A great blow 
befell him in 1923 by the death of his wife. He leaves two 
sons, both Iacorporated Accountants and partners in his firm, 
Mr. Arthur Reginald Green, F.S.4.A., and Mr. Archibald 
Folland Green, F.S.A.A. Five daughters also survive 
him, one of whom is married to Mr. Percy Baxter, C.A., 
Toronto, Canada. 


The funeral took place on Monday, February 23rd, at 
S. Mary’s Church, Caterham. The Society was represented 


by Mr. George Stanhope Pitt (President), Lieut.-Colonel 
James Grimwood, C.B., D.S.0., and Mr. G. E. Pike 
(members of the Council), and Mr. A. A. Garrett 
(Secretary). Mr. A. R. King-Farlow was present as an old 
professional friend and also represented Sir James Martin, 
who was unavoidably prevented from attending. 


THOMAS BENJAMIN DAVIS FOWLER. 

We regret to announce the death, on February 14th, of 
Mr. Thomas Benjamin Davis Fowler, F.8.A.A., of 17, Westfield 
Park, Redland, Bristol, late senior partner and founder of 
the firm of Messrs. Fowler, Scroggie & Co., Incorporated 
Accountants, Argentina and Brazil, in the 73rd year of his age. 
Mr. Fowler was admitted a Fellow of the Society of Incorporated 
Accountants and Auditors on November 14th, 1900, and before 
his retirement took an active interest in the Society’s affairs. 
It is stated that he was practically the first British accountant 
to establish himself in the Argentine and Brazil. 


Ghanges and Removals. 


Mr. G. Basu, B.A., Incorporated Accountant, has 
commenced public practice at 5, Clive Row, Calcutta, India. 


Messrs. Brinley Bowen & Mills, Incorporated Accountants, 
22, Wind Street, Swansea, announce that they have opened a 
branch office at 107, High Street, Gorseinon. This branch 
will-be under the management of Mr. A. J. Pope, A.S.A.A. 


Messrs. Dougall, Lance & Hewitt have removed their office 
to Pretoria Building Society Chambers, Pretorius Street, 


‘Pretoria, South Africa. 


Mr. T. W. Dresser, Incorporated Accountant, has com- 
menced public practice on his own account at 97, Albion 
Street, Leeds, with a branch office at County Insurance 
Buildings, Museum Street, York. 


The partnership hitherto existing between Mr. F. Hilditch, 
F.C.A., and Mr. W. H. Young, A.C.A., under the style of 
Hilditch & Co., Chartered Accountants, has been dissolved by 
mutual consent. In future the practice will be carried on at 
Barclays Building, Oldhall Street, Liverpool, by Mr. R. 
Hilditch, F.S.A.A., and Mr. W. H. Young, A.C.A., under the 
style of Hilditch & Young. 


Miss M. M. Homersham, M.A., Incorporated Accountant, 
has taken into partnership Miss Ethel Watts, B.A., A.C.A. 
The firm name will be Homersham & Watts, and the practice 
continued at 106, Clement’s House, Clement’s Lane, Lombard 
Street, London, E.C.4. 


Mr. F. L. Hubbard, Incorporated Accountant, announces 
that in consequence of the death of his partner, Mr. J. E. 
Mannington, he has taken into partnership Mr. A. J. L. 
Batsford, Incorporated Accountant, and Mr. A. B. Richardson, 
Chartered Accountant. The practice will be continued at 
41, Havelock Road, Hastings, and 23, St. Leonards Road, 
Bexhill, under the name of Mannington & Hubbard. 


Mr. T. H. Lewis, Incorporated Accountant, has commenced 
public practice at Suva, Fiji Islands. 


Mr. Archibald Macintyre, Incorporated Accountant, of 
Muirbrow Chambers, Cadzow Street, Hamilton, has taken into 
partnership Mr. Andrew Cassels, C.A. The business will be 
carried on under the name of Archibald Macintyre & Cassels. 


Mr. C. R. Savory, Incorporated Accountant, has commenced 
public practice at 28, Steytler’s Buildings, Loveday Street, 
Johannesburg, South Africa. 

Mr. P. Sengupta, B.Sc., Incorporated Accountant, has 
commenced public practice at 8-2, Hastings Street, Calcutta, 
India. 
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HOLDING COMPANIES. 


Speaking at a recent meeting of Chartered Accountants in 
Glasgow, Sir Josiah Stamp dealt with the relationship of 
auditors to modern ‘ holding” and ‘ parent ’’ companies. 
He said that the development of trusts and combines or highly 
differentiated business in this country had left the technique 
of company law and of accountancy principles lagging behind 
the proper needs or fair responsibilities of these large composite 
bodies. The lawcontinued to apply with great literalness to each 
legal entity in isolation, regardless of the fact that such a legal 
entity was not actually in isolation, but was an integral part of 
an interdependent whole, so far as the public and shareholders 
were concerned. There were, therefore, various actions which 
were perfectly legal, but which were certainly not legitimate, 
judged by any reasonable canons of financial rectitude. 
He instanced a recent case of a company C which owned 
subsidiaries Aand B. A made a considerable profit, and B 
made an almost equivalent loss, so that the concern as a 
whole had achieved no result warranting a dividend. 
Nevertheless C ignored the loss in B, had a full dividend from 
A, and used it to pay a dividend to its shareholders. In 
another instance the parent company obtained a dividend 
from a subsidiary by drawing upon the “carry forward”’ of 
profits which had accumulated in the subsidiary prior to its 
acquisition by the parent, and which were, therefore, included 
in the assets purchased, the full cost of such assets (including 
the balance of profits) being capitalised in the parent balance- 
sheet. The use of profits in these cases, though legal, was 
obviously undesirable, and even unjustifiable. On the other 
hand, the existing separatist principle sometimes equally 
worked against the interest of the parent company and 
prevented them from doing things which were quite legitimate 
and could have been done if the concern had been a single 
legal entity instead of a composite one. Thus any losses or 
weaknesses in the balance-sheet of one part were expected to 
be made good despite the existence of countervailing strength 
in reserves, &c., elsewhere in the same concern. 

Sir Josiah dealt with various ways in which what was true 
for a part was not true for the whole, such as the selling of 
goods from one constituent to another and registering a profit 
in the selling company which was not really a profit to the 
whole concern until the second company had sold them, or 
the making and selling of plant by one company to the capital 
account of the other, and similar inter company transactions 
in which no profit really resulted for concerns as a whole. 

He also referred to abuses that were possible by the use of 
inter company loans and the holding of fluctuating securities 
by subsidiary companies. He said that the science of making 
consolidated accounts had not advanced far in this country 
though it was well known in America. It raised a number of 
interesting points in accountancy and its use was not entirely 
as some imagined, to be justifie@ only from the point of view 
of publicity in industrial and financial affairs. It would 
oftentimes be advantageous to the industrial concerns them- 
selves as such a statement would present a more favourable as 
well as a more true picture than the legal balance-sheet could 
possibly do. Doubtless the day was not yet very near when 
such statements could be appropriately presented in place of 
the present form, but as auxiliary means of exposing the facts 
they were invaluable. The duties of auditors in relation to 
the preparation of such statements were gradually becoming 
better known in the profession, and it was in the interest 
of all that advance should be made in the elaboration of 
principles by common consent before the exposure of some 
grave abuse in the Courts should force artificial legal shackles 


upon industry. 


Professional Appointments. 


Mr. Thomas Haworth, A.S.A.A., until recently Works 
Accountant, Messrs. Lever Brothers, Limited, Port Sunlight, 
has been appointed Chief Accountant to the Port of London 
Authority. 

Mr. Alfred Riley, A.S.A.A., has been appointed City 
Treasurer of Leicester in succession to Mr. W. Penn-Lewis, 
F.S.A.A., who has resigned. 


West of England District Society of 
Incorporated Accountants. 


DINNER AT BRISTOL. 

The first dinner arranged by this Society was held in February 
at the Royal Hotel, Bristol. There was a large gathering, 
which included representatives from all parts of the district. 
The chair was occupied by Mr. G. J. Barron Curtis (President, 
West of England District Society), and among those present were 
the Lord Mayor and Lady Mayoress of Bristol; Mr. Thomas 
Loveday, M.A. (Vice-Chancellor of Bristol University) ; 
Mr. C. E. Barry (President, Bristol Chamber of Commerce) ; 
Mr. J. H. Watling (President, Bristol Chartered Accountants’ 
Society); Mr. G. Stanhope Pitt (President, Society of Incor- 
porated Accountants and Auditors); Mrs. Pitt; Mr. Thomas 
Keens (Vice-President); Mr. W. Claridge, M.A., J.P. (Past 
President); Mr. H.G. Treasure and Mrs. Treasure; Mr. F. W. 
Duart-Smith, F.S.A.A. (Mayor of Gloucester) and Mrs. Duart- 
Smith; Mr. H. M. B. Ker, F.8.A.A. (Mayor of Bridgwater) ; 
Mr. G. E. 8S. Heybyrne (President, South Wales District 
Society); Mr. Alderman S. Berry,J.P.; Mr. Councillor Deacon ; 
Mr. Arthur King (Town Clerk of Bridgwater); Mr. E. 8. 
Hare (Vice-President, West of England District Society) and 
Mrs. Hare; Mr. A. A. Garrett, B.Sc.; Mr. F. A. Webber 
(Hon. Secretary) and Mrs. Webber; The Accountant; Mr. John 
Bernhardt; Miss Bernhardt; Mr. W.J. Bishop; Mrs. Bishop ; 
Miss E. Bisley; Mr. H. H. Bussell; Mr. T. G. Camm; 
Mrs.Camm; Mr. J. F. Chadwick; Miss F. D. Clapp; Mr.C. W. 
Clark; Miss I. Clark; Mr. J. F. Collard; Miss W. Collier; 
Mr. L. L. Collings; Mrs. Collings; Mr. A.Cotton; Mrs. Cotton; 
Mr. T. Dickens-Alexander; Mr. Sidney Foster; Mrs. Foster ; 
Captain G. Gilmore; Mrs. Gilmore; Mr. F. G. C. Gluyas; 
Mr. F. J. Green; Mr. C. E. Halliwell; Mr. B. A. Hewett; 
The Incorporated Accountants’ Journal; MissKnight; Mr.F.P. 
Leach; Mrs. Leach; Mr. J. P. Lewis; Mr. J. J. Notley; 
Mrs. Notley; Mr.8.C. Osmond; Mr. J. M. Parnaby, M.B.E.; 
Miss E. Parnaby; Mr. G. M. Pope; Mr. F. W. Prosser; 
Mrs. Rapps; Mr. I. P. Ray; Mrs. F. J. Ray; Mr. F. P. L. 
Roberts; Mr. G. F. A. Shipton; Mrs. Shipton; Mr. A. 
Simpson; Mr. O. H. Smith; Mr. C. B. Steed; Mrs. Steed ; 
The Times and Mirror; Mr. H. R. Watling; Western Daily 
Press; Mr. F. Wilson; Mr. G. C. Young. 

The District Society was started in 1904, but during the past 
five years has more than doubled the number of its members, 
and in this respect a tribute was paid to the work of the 
Hon. Secretary, Mr. F. A. Webber. The dinner was a great 
success, and the hope was expressed that it would be the 
forerunner of many similar gatherings. 

The toast of ‘‘ The King” having been submitted from the 
chair and loyally received, 

The Mayor or Guiovucester proposed ‘‘The Lord Mayor 
and the Corporation of the City and County of Bristol.” 
He was very pleased, as the representative of the ancient 
city of Gloucester, to pay a tribute to the representative of 
Bristol. Many nationalities had gone to the making of the 
people of the West of England. He thought that the city 
of Bristol and the city of Gloucester both had reason to be 
proud of their past history, for it had been said that much 
of the history of their country was bound up with the West. 
He referred to the ancient Celtic name of Bristol, which 
meant “ bright city,” and to that of Gloucester, which meant 
‘fair city.’’ That showed that the two cities were held in 
good repute in ancient times, and he believed that good 
reputation still remained intact. Those who had no knowledge 
of civic duties little realised, perhaps, the vast amount of 
work entailed in connection with it. Bristol had in its docks 
a large asset, and one of which they might be proud. There 
were vessels sailing from its port to every part of the world. 
There was one direction in which they might extend their 
enterprise, and that was to link up with the inland waterways 
to the Midlands. The vastly increasing traffic on their roads 
should tend to make them take more advantage of the 
waterways they had throughout the land. Their city was 
also noted for its benefactions. They had some wonderful 
institutions and buildings, but there was one building which 
they lacked and that was a town hall, but he supposed they 
were waiting until they could erect one of the finest in the 
kingdom. He concluded by wishing the city every prosperity. 
(Applause.) 
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The Lorp Mayor or Bristot, in responding, said that the 
way in which the toast was received was an indication that 
the arduous and strenuous work undertaken by those they 
sent to represent them on the City Council was recognised 
and appreciated. Although the duties of a member of the 
Council to-day were always increasing, on the other hand 
there was an intense fascination about it, brought about by 
the variety of the work. They had reason to be proud of 
their history. They had a number of historic charters, but 
there were two which he would like particularly to allude to. 
One was granted in 1256, which conferred upon Bristol the 
same rights and privileges enjoyed by London, and the other 
in 1373, which separated Bristol from the adjoining counties 
and made it a city and county of itself. Although the city 
docks drew £32,000 every half year out of the rates they still 
did not despair of making them pay. They must not, 
however, overlook the work which the docks provided, and 
the amount that was paid in wages there. In docks policy 
there was no standing still, and they could not afford to 
do it. They had to anticipate requirements and supply 
accommodation, and they were trying to make Bristol worthy 
of the title of ‘‘ The Gateway of the West.”” (Applause.) 

The Vice-CHancELLoR oF THE UNIversity oF BrisTou 
(Mr. Thomas Loveday) proposed ‘‘ The Society of Incorporated 
Accountants and Auditors,’’ and said that those who did not 
understand the technique of their work and profession were 
still keenly alive to the value and importance of it. It 
demanded not only skill and ability, but intellectual and 
moral qualities. He always thought their profession was 
completely organised, but he was surprised to learn that 
was not so, and that anyone who did accounts could call 
himself an accountant. He saw that they had been 
considering the possibility of instituting something in the 
way of registration so that the public might be assured that 
anyone who called himself an accountant was really a person 
of proper capacity and probity. It was of the utmost 
importance for the security of the public that the profession 
should be completely organised and that there should be full 
guarantees as to character, and that no one should practice as 
an accountant who had not passed the necessary examinations. 
(Applause.) 

Mr. G. Srannore Prrr (President of the Society), in 
responding, said that they all entirely agreed with the 
remarks of the proposer of the toast, more especially those in 
connection with the registration of the profession. Their 
profession was a very old one and went back to the days of 
the old Venetians, who invented the double entry system, and 
any improvements which had taken place since had been 
more in the direction of labour saving devices. That year 
was the 40th anniversary of their Society, which had had a 
record of uninterrupted success that had been appreciated by 
the commercial community which they served, and it never 
stood in higher repute than at the present time. (Applause.) 
The membership was upwards of 4,200, and they had at least 
2,000 students. It was not of the number that they were so 
proud as of the quality of the students, and the rising 
generation of the profession who would carry on the work 
gave them great hopefulness at the present time. The 
proposer of the toast had rightly referred to the importance of 
registration. His hopefulness existed in the belief that in 
due course there would be a public demand for registration by 
Act of Parliament. And when that time came—in the 
interests of the community he did not think it could be long 
delayed—it would be found that Parliament would take the 
matter in hand and produce a Bill for the proper registration 
of accountants, as it had already done in the case of the 
profession of dentistry. That accountants were devoting 
themselves more and more to public life was shown by the 
presence of the Mayor of Gloucester and the Mayor of Bridg- 
water, both Incorporated Accountants, and they had in their 
Society many other examples of public devotion. They knew 
the work which many of their members had done in this 
direction throughout the country, and he could only urge 
upon the younger members to follow in their footsteps, for it 
would be in the best interests of the community and an 
advantage to themselves. Speaking a word on the value of 
education, he said that they had in their Society a most 
important organisation for improving the education of their 
students, and their examinations were of a very high 
standard. But when they had submitted themselves to this 
tremendous strain most of them seemed to say: “ Thank 


goodness that is over; now I can carry on my profession and 
live in peace.’”’ Nothing could be more erroneous than that 
view. Once an accountant student, always an accountant 
student. They must be students all their lives. Another 
question that concerned them was the provision of adequate 
headquarters in London. They had a committee who were 
considering the subject, and they were entering into 
negotiations with that object. They would never go forward 
with the scheme until they had secured in London some 
building of outstanding artistic merit worthy of their Society. 
He remembered when the professional accountant was little 
more than a skilled book-keeper, but since then they had 
advanced in an amazing way. In one direction he looked 
forward with great hopefulness, and that was in regard to 
company work. (Applause.) 


Mr. Tuomas Keens (Vice-President) submitted ‘‘ The West 
of England District Society of Incorporated Accountants,” 
After a reference to the Conference which they held at 
Leeds and Bradford, he said it was a great pleasure to him 
as Vice-President of the Society to come down and meet 
his brothers of the Western district. The Parent Society 
attached the greatest importance to the District Societies. It 
was the duty of every member of the Society within the area 
to attach himself to the District Society and take a definite 
part in their deliberations, and to assist the younger members 
with his advice. The first District Society formed was 
Manchester in 1886, and Sheffield followed, but the Bristol 
Society did not come into existence until 1904. There were 
now twelve District Societies in the twelve leading centres of 
England. There was also a branch in Scotland. The Irish 
Free State had one in Dublin and there was one in Belfast. 
The West of England Society covered an area of 200 miles, 
and that said a good deal for the energy of their Secretary, 
Mr. Webber, and they congratulated him upon the amount of 
work that he put in. (Applause.) The principal object of 
the District Societies was to act as local organisations of the 
Incorporated Accountants and keep the head office and 
Council advised on matters affecting the interests of the . 
Society, and to encourage a spirit of esprit de corps and 
organise educational work among the students. He referred 
to the importance of their rubbing shoulder to shoulder in 
these times when the circumstances were very trying to nerve 
and temper. Their Society had achieved a high place in the 
accountancy profession and represented a high standard, not 
only of qualification but of character, and its ranks included 
men of attainment, sound judgment and ripe experience, and 
men who had gained reputations, not only in their profession 
but in the service of the State. Their District Societies, he 
was pleased to note, showed vitality and progress in every 
direction, and he congratulated them upon the fact that one 
of their members had got the gold medal last year. They 
were now paying great attention to economics and statistics 
in their lectures to students. They had to realise the lesson 
that industry could only yield what was put into it, and that 
high wages and production could go hand in hand only if 
production were conducted at the highest point of labour 
efficiency. He wished all success to the District Society, and 
hoped it would continue to grow and uphold the name and 
fame of Incorporated Accountants in the country and the 
West. (Applause.) 


Mr.G. J. Barron Curtis, in replying, thanked them for the 
way they had received the toast. When the District Society 
was formed they did not know exactly what they were taking 
upon themselves. The difficulty was with such a large area 
to get the members to attend the meetings, but that was 
overcome by their holding meetings at Gloucester, Cheltenham, 
Bath, Stroud, &c. They could congratulate themselves upon 
its progress. They had been able to supply two towns with 
mayors, and he looked forward to the time when they might 
supply an M.P. Their numbers had doubled since 1920, and 
although they had an excellent committee, the bulk of the 
work had been upon the shoulders of their estimable Secretary, 
Mr. Webber. (Applause.) 

Mr. E. S. Hare (Vice-President of the Society) also said a 
few words. The Society had now attained its majority, and 
they had waited a long time for théir first dinner, which he 
hoped would now become an annual function. (Applause.) 

The Mayor or Bripewarter proposed ‘‘ The Guests,’’ and in 
cordial terms welcomed them to the dinner which he hoped 
would be the forerunner of many similargatherings. (Applause.) 
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Mr. C. E. Barry (President of the Bristol Chamber of 
Commerce), in acknowledging the toast, said that accountants 
were intimately connected with commerce, and commerce 
depended upon the assistance of accountants more now than 
ever and would do more so in the future. Accountants also 
depended upon commerce and the mistakes made in commerce 
redounded to the benefit of the accountants. (Laughter and 
applause.) 

Mr. Pearse Clarke’s band rendered some enjoyable selections 
during the evening, and the speeches were interspersed with 
songs by Miss Olive Sturgis, Mr. James Sherwood, Mr. T. 
Dickens Alexander, while Mr. E. T. Harwell acted as 
accompanist. 


PRIORITIES IN BANKRUPTCY. 


Some unusual circumstances arose in the bankruptcy of 
Ralph Fream, of Gloucester. 

The matter came before the County Court Judge on an 
application by the trustee (Mr. Leonard Dudbridge, F.S.A.A.), 
for the direction of the Court as to whether a claim by the 
trustees of the Loyal Phoenix Lodge of Oddfellows, No. 4420 
(Manchester Unity), should be allowed priority. The debtor 
was the senior trustee as well as solicitor to this Lodge, which 
under sect. 35 of the Friendly Societies Act, 1896, claimed 
priority in respect of the sum of £6,101 7s. 1d., or, if the 
figures of the debtor in his statement of affairs were accepted, 
for the sum of £5,982. In addition to the Phoenix Lodge the 
trustees of the Loyal Victoria Lodge of Oddfellows, No. 2283 
(Manchester Unity), and the trustees of the National Deposit 
Friendly Society were creditors, according to the debtor’s 
statement of affairs, for the sums of £1,011 1s. 1ld. and 
£168 103. 6d. respectively. Of both the latter named societies 
the debtor was solicitor but not trustee, and the trustee asked 
for directions as to whether they also should be admitted as 
priority creditors. Ten creditors for a total sum of over £50 
in respect of wages were also scheduled by the debtor as 
preferential creditors, and the trustee asked for directions 
in their claims. 

Dr. Earengey submitted that so far as priority was 
concerned the Loyal Phenix Lodge took first place. 

His Honour said it was in the interests of all creditors and 
the public generally that he must have proof of the Lodge’s 
right, and that the money which was dealt with by Fream 
was so dealt with while he was a trustee of the Lodge as 
distinct from his position as its solicitor. 

Dr. Earengey said the debtor was not present, although he 
had had the opportunity. He produced several books dealing 
with the investments, &c., of the Lodge and kept by Fream as 
trustee and investment secretary, and in which almost every 
entry was in Fream’s handwriting. He referred to a resolution 
of the Lodge appointing debtor as investment secretary. 

Mr. Joseph Luker then went into the witness box and stated 
that he had been secretary of the Loyal Phcenix Lodge since 
1917. Fream was senior trustee, and he identified his 
handwriting in the investment and mortgage books. 

After further legal argument his Honour said he would hold 
that the money had been received by Fream in his dual 
capacity of trustee and member of the committee of 
management and as secretary of the investment committee. 
The Loyal Pheenix Lodge therefore came within that part of 
the Act which gave them priority for the sum agreed at 
£6,101 7s. 1d., and they must have that priority. He would 
not leave that without saying in his opinion it would be very 
hard if that right which had been thus established should be 
exercised to the prejudice of the smaller creditors for wages. 
He could not say any more than that he was bound to 
administer the law, and he would not do more than express 
the opinion that it would be very hard, but it was an opinion 
he held very strongly, and if it carried any weight with the 
society represented by Dr. Earengay he would be very glad. 

Dr. Earengay: The society will be very happy to fall in 
with your Honour’s suggestion, and they have no objection to 
the wages coming first. 

His Honour: I think that is handsome treatment. They 
are not obliged to do it, but are doing it as an act of grace. 


District Societies of Incorporated 
Accountants. 


BRADFORD. 


A meeting of this Society was held on February 17th, when 
Mr. Alfred Palmer, A.S.A.A., read a paper on ‘‘ Notes on 
Apportionment.” Mr. Palmer dealt with the general principles 
of the apportionment of income and expenditure in trust 
accounts and explained the effect of legal decisions in « 
number of interesting cases, pointing out how inequitably a 
strict adherence to the law sometimes worked. An interesting 
discussion followed, led by the chairman, Mr. H. Reynolds. 


NEWCASTLE-ON-TYNE. 


At a recent meeting of this Society, Mr. P. Ford, B.Sc., 
delivered a lecture on ‘‘ Business Rhythms.’”’ He pointed out 
that the solution of this problem was one of the economic 
questions of the day. The trade cycle, as exemplified in the 
demands upon seaside resorts in summer, the shopping 
‘*seasons,’’ the rise and fall in train and tram passengers 
during different periods, and the changing quantities in 
consumption of gas and electricity. There was a limit to the 
resources of both capital and labour in the economic system, 
and the problem was to distribute the relatively scarce 
resources. Mr. Ford exhibited a number of charts connected 
with various undertakings. 


‘*The Commercial Use of Statistics” was the title of a 
lecture given by Mr. A. Lester Boddington, F.8.8. (London), 
recently at Armstrong College, to the members of this Society. 
The chair was occupied by Mr. J. Telfer, A.S.A.A. 

Many accountants, said the Lecturer, approaching the 
study of statistics for the first time find that the science is one 
of estimates and probabilities, and hence fail to understand 
how it affects their profession, seeing that accountancy may be 
considered as an exact science. The fundamental idea 
underlying the science is that we apply the results of past 
experience to present conditions with a view to solving 
problems which have arisen or are likely to arise, and thus 
formulate a policy in keeping with the tendency shown. The 
most successful business man is the one who uses his 
experience advantageously, and thus unconsciously he is 
practising the principles which underlie statistics, though not 
fully or scientifically. He terms this process ‘‘ common sense.” 

The collection of the data relating to past experience is 
naturally the most important part of the science, and in 
collecting data of any Kind the primary essential is a very 
careful definition of the unitit is desired to collect. It has been 
stated that ‘statistics can prove anything,” but statistics 
themselves are entirely inanimate and can prove nothing. 
It is the use to which such statistics are put that gives rise to 
this statement. Many fallacious conclusions are to be drawn 
from a study of figures, particularly when such figures form 
but a part of the information. For instance, if the profits of a 
concern show great increases, and these profits only are 
considered, one may falsely assume that the business is doing 
well, but it may, and does, happen that the capital of the 
concern has been increased materially, and that the yield per 
cent. of the capital involved has declined. 

If accountants are to give the best service to their clients 
they must be well equipped with a knowledge of everything 
that is affecting Business, and statistics will therefore play a 
very important part in their equipment, since statistical 
methods will remove fallacies and enable the real position to 
be ascertained. This information is of great importance if 
the correct future policy is to be planned. 

Enough has already been said to show that data are not 
necessarily comparable even though they are expressed in the 
same terms. The object of all statistical work is comparison. 
The rates levied by various boroughs are constantly being 
compared to-day without any reference being made to the 
rateable value of the property. Two boroughs may levy rates 
of 9s. 6d. and 19s. in the £ respectively, and it might be 
assumed that the former is the one in which to reside if one’s 
expenditure on rates is to be kept ata minimum. Investigation 
may reveal that in borough No. 1 the assessment on a house is 
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twice that of the assessment on a similar house in borough 
No. 2, and when such is the case the actual charge for rates is 
the same. Many such examples can be given, and are 


frequently met with, and hence it is imperative that inquiry | 


must be conducted into every possible set of circumstances to 
see if there be any factor which will cause the data to be 
incapable of comparison. Geographical or industrial 
conditions may play a part, and must not be ignored. The 
prospectuses of companies occasionally show the estimated 
output of the factory to be taken over and compute the profits 
on the basis of such output. Profits, however, do not depend 
so much upon output as upon a combination of the quantity 
sold and the price per unit obtained. 

In conclusion, Mr. Boddington remarked that accountants 
are in an enviable position to collect data relating to trade and 
commerce, and to co-ordinate and tabulate results achieved 
over varied types of the same class of business over different 
areas and changing periods. It is, however, essential to 
remember that data is unreliable if it is— 

(1) Not complete in all respects. 

(2) Based on personal opinions. 

(3) Embellished in any way by personal bias. 
(4) Not verified and checked carefully. 


SOUTH WALES AND MONMOUTHSHIRE. 


Cardiff Students’ Section. 
SuacestEp AMENDMENTS TO THE Companies ACTS. 

A lecture was delivered to this Society by Mr. P. A. Hayes, 
A.S.A.A., on February 19th, on ‘‘ Practical Working of the 
Companies Acts, together with Suggested Amendments.’’ He 
was supported by Mr. A. P. Horton, A.S.A.A. (in the chair), 
Mr. F. J. Alban, F.S.A.A., Mr. Tudor Davies, A.S.A.A., and 
Mr. D. H. Husband, A.S.A.A. The Lecturer briefly dealt 
with the law contained in the various statutes known as the 
Companies Acts, 1862 to 1908, and presented statistics showing 
the growth of limited companies between the years 1863 to 
1922. He suggested that it is now time for a thorough 
investigation to be made into the working of the Acts in 
consequence of the following facts :— 

(1) The growth of limited companies since 1918. 

(2) The evasive measures adopted by individuals to 
defeat the objects of the Acts. 

(3) The necessity for further protection of the public. 


The question of legislation as affecting private limited 
companies was dealt with very fully. In his remarks on 
‘holding companies” the Lecturer suggested that as a 
shareholder of a public company was dependent on the 
success or failure of the subsidiary company such shareholder 
be given power to demand a balance-sheet of the subsidiary. 
In fact the shareholder of the public company was also a 
shareholder in the subsidiary company. 

' A large number of members present entered enthusiastically 
into the discussion which followed, and the meeting concluded 
with a hearty vote of thanks to the Lecturer. 


YORKSHIRE. 


The sixth lecture of the current session was held on 
January 27th at Leeds. The Lecturer was Mr. Alfred Palmer, 
A.S.A.A. (Gold Medalist of the Society, 1921), who read a 

per on ‘‘ Books, Accounts and Audit under the Companies 
Act.” The chair was occupied by Mr. A. J. Naylor, A.S.A.A., 
Leeds. The Lecturer dealt with various points in the 
Companies Act relating to statutory, financial and other 
books, with illustrations. A short discussion took place on 
several practical points raised by members, and the meeting 
terminated with a vote of thanks to the Lecturer. 


At the annual meeting of the Guild of Freemen of the City 
of London, held at Bakers’ Hall on February 23rd, two 
interesting presentations were made by the retiring Master, 
Mr. Gervais Rentoul, M.P., on behalf of the members of the 
Guild. The honorary auditors, Mr. H. Holton Sturges, 
F.C.A., and Mr. H. J. Eldridge, F.S.A.A., were each presented 
with a very handsome solid silver salver. 


BANKRUPTCY COMMITTEE’S REPORT. 


APPOINTMENT 


1.—By Minute of the Board of Trade, dated June 18th, 1924, 
Mr. E. W. Hansell, Chairman; Mr. G. M. Gillett, M.P.; 
Mr. A. M. Samuel, M.P.; Mr. H. H. Spencer, M.P.; 
Sir James Martin, F.S.A.A.; Mr. A. O. Miles, F.C.A.; 
Mr. W. H. Whitelock, and Mr. H. F. Carlill, Inspector-General 
in Bankruptcy, were appointed as a Committee ‘‘to consider 
and report what amendments of the Bankruptcy Act, 1914, 
recent experience has shown to be desirable, more particularly 
in regard to the provisions for the discovery and punishment of 
offences,’’ and we have, accordingly, considered the matters 
so referred to us. 

PROCEDURE. 

2.—The terms of reference directed our attention more 
particularly to the matters dealt with in Part VII (Bankruptcy 
Offences) of the Bankruptcy Act, 1914, but we have also taken 
evidence and considered complaints and suggestions regarding 
the other parts of the Act. 

3.—We have held fifteen sittings and have taken the evidence 
of seventeen witnesses, including representatives of the 
Assocziation of British Chambers of Commerce, the Textile 
Trades Association for the Prevention of Fraudulent Trading, 
the British Wholesale Mantle and Costume Manufacturers’ 
Association, the National Association of Trade Protection 
Societies, the Manchester Chamber of Commerce, the Provision 
Trade Section of the London Chamber of Commerce, the 
Institute of Chartered Accountants, the Society of Incorporated 
Accountants and Auditors, andthe British Bankers’ Association. 
The wholesale jewellery trade and the boot and shoe 
manufacturing industry were invited to send witnesses, but 
informed the Committee that they had nothing to add to 
the evidence which they understood had already been given 
by some of the witnesses mentioned above. In addition, the 
Committee invited the expert assistance of the following 
gentlemen, who were good enough to attend as witnesses, 
Mr. Frank Mellor, one of the Bankruptcy Registrars of the 
High Court; Mr. Walter Durrance, Official Receiver at 
Bradford; Sir Archibald Henry Bodkin, Director of Public 
Prosecutions; the Hon. W. J. H. Boyle, Senior Official 
Receiver at the High Court; Mr. J. R. J. Johnston, Chief 
Bankruptcy Clerk, Board of Trade; and Mr. H. E. G. Burls, 
Assistant Solicitor to the Board of Trade. The Committee 
have also received and considered a number of valuable 
memoranda and suggestions from bodies representing various 
branches of trade or industry, and also from individuals. 

4.—During our inquiry Mr. A. M. Samuel, M.P., has 
been appointed Parliamentary Secretary to the Board of Trade 
(Overseas Trade Department) and has, consequently, ceased to 
be a member of the Committee, and Mr. H. H. Spencer has 
been unable, on account of ill-health, to attend the later 
meetings. The unavoidable absence of these two gentlemen 
has deprived the Committee of much valuable assistance. 

5.—The evidence and documents placed before us and the 
fact that the interest shown in our inquiry by the commercial 
community related almost exclusively to the means to be 
adopted to deal with, and as far as possible prevent, particular 
types of fraudulent bankruptcy, have led us to the conclusion 
that, in the main, the Bankruptcy Act, 1914, and the procedure 
thereunder have proved satisfactory. We have, however, 
received suggestions for reform of the law relating to a number 
of sections of the Act, and we propose, in the following report, 
to deal first with the various suggestions relating to the 
provisions for the discovery and punishment of offences, as being 
the matters with which we are more particularly concerned, 
and then to deal with the other parts of the Act which do not 
relate to criminal responsibility. At the end of our report we 
state, in summary form, our general recommendations as to 
amendment of the Bankruptcy Act, 1914. 

6.—Before, however, dealing specifically with these matters, 
we beg to report that the evidence has satisfied us that in 
various branches of industry, particularly in the textile trades, 
very heavy losses have been sustained since the war by 
fraudulent trading, carried on largely by aliens, especially in 
the City and the East End of London. By starting business 
on a small scale and at first paying for the goods supplied, 
these persons have enabled themselves to gain credit and 
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increase their orders. Having obtained credit terms in this 
way, large orders are given by them spread over a wide area, 
and before the time for payment arises, the buyers have either 
disappeared or become bankrupt, and in either case the goods 
have disappeared. The disposal of the goods is accounted for 
in the books, if any are kept, as ‘‘ cash sales” or as book debts 
owing by persons who are either fictitious or cannot be found. 
In the absence of any proper description in the books, the 
tracing of the goods and of the proceeds of sale becomes very 
difficult and sometimes impossible. These bankrupts trust 
to the difficulties of obtaining the necessary evidence for a 
conviction and to getting a light sentence if they are convicted. 
It should be observed that many of those who have suffered 
losses have given credit to a surprising extent to these aliens 
without adequate inquiries as to their financial position, 
and without even taking up the references where any are 
given. An instance was given us by one witness where 
ordinary caution would have shown, as was found in the 
subsequent bankruptcy of the buyer, that the references were 
given by men of straw, the one for the other as occasion served. 
Another instance was of credit to the extent of £4,500 being 
given to a minor, who had no business premises and was 
living at his mother’s house. But the evidence shows that 
much of the credit given was the result of the severe fall in 
prices in 1920-21, and of the desire to get rid of accumulated 
stock, which led traders to grant credit to persons to whom 
it would not have been given under no conditions. 


Tae Discovery or Bankruptcy OrreEnces. 

7.—The present system of investigation of the conduct of a 
bankrupt comprises a searching preliminary examination of 
the debtor in private by the Official Receiver of the Court or 
his officers, followed by a public examination of the debtor 
before the Bankruptcy Court; in addition, the Official Receiver 
and the creditors’ trustee (if one is appointed) are able to 
have the debtor himself and other persons examined on oath 
at sittings before the Registrar or Judge of the Court held in 
private, and to obtain orders compelling the production of books 
and documents and the filing of cash and goods accounts 
relating to the debtor’s conduct and affairs. The debtor 
himself is also under statutory obligation, disobedience to 
which is punishable as contempt of Court, to attend upon the 
Official Receiver or the Trustee, or at meetings of the creditors, 
at which he can be required to give information and make 
complete disclosure as to his affairs. 

8.—We have received no complaints as to the existing 
system of investigation of conduct. On the contrary, the 
Director of Public Prosecutions spoke in the highest terms of 
the work of the Official Receivers and their staffs in preparing 
reports and conducting examinations, and of the assistance 
they afforded him in the cases which came before him. 
It was suggested by one witness that there should be, under 
sect. 25, power to examine any banking account in the name 
of any member of the bankrupt’s family without proving, as a 
preliminary, that there is reason to think that the proceeds 
of the bankrupt’s assets had gone into that account; but this 
suggestion seems to the Committee to exceed all reasonable 
limits. It was the view of nearly all the witnesses that the 
possibilities of discovering and proving fraud in the type of 
fraudulent bankruptcy which has lately been occurring in the 
textile trades, and is referred to in paragraph 6, would be 
greatly increased if proper books of account were kept, but 
this matter is dealt with in the next section of our report in 
connection with the suggestions relating to the provisions 
of sect. 158 of the Act. 

9.—We, therefore, report with regard to the provisions 
of the Act relating to the discovery of offences that no 
amendment is required. 


Tue PuntsHMENT OF OFFENCES. 

10.—During the last session of Parliament a Bankruptcy 
Bill (hereinafter referred to as the 1924 Bill) was introduced 
into the House of Commons as a Private Member’s Bill and 
subsequently withdrawn when the President of the Board of 
Trade announced his decision to appoint this Committee. 
This 1924 Bill was drafted as the outcome of a report by 
a committee appointed by the Executive Council of the 
Association of British Chambers of Commerce, in pursuance 
of a resolution passed by that body, consequent upon the very 
serious losses caused by fraudulent bankruptcies to various 


trades, more particularly to the textile trades. The amendments 
of the Act proposed in this 1924 Bill related almost exclusively 
to Part VII (Bankruptcy Offences) of the Act, and we have had 
particular regard to them during our inquiry. 

11.—In the following sections of our report we take the 
existing sections of Part VII of the Bankruptcy Act, 1914, in 
order, and deal first with the complaints and suggestions 
that we have received relating thereto, and then with the 
suggestions relating to other parts of the Act, which refer 
to non-criminal matters. 


Banxeuprcy Act, Parr VII (Bankruptcy Orrences). 

12.—Sect. 154.—Many of the acts and defaults dealt with 
in this section are criminal only if committed within six 
months prior to the presentation of the petition. It was 
proposed in the 1924 Bill to increase this period to twelve 
months, and the witnesses who ap ed before us were almost 
unanimously in favour of this change. It was stated that 
many acts are committed which would be crimes if committed 
within six months of the petition, but that by staving off 
presentation of the petition, by persuasion of creditors, or by 
other means, debtors evade the consequences of their acts. 
It was also stated that, having regard to the longer periods 
of credit now given, especially in the seasonal trades, the 
period of six months had become too short. Such little 
evidence as was opposed to this proposal was principally by 
way of expressing doubt whether the disadvantages of the 
further period of investigation required would be outweighed 
by the amount of crime prevented or punished by the change. 
The period of four months in the Debtors Act, 1869, was 
extended to six months only as recently as the Act of 1913, 
but the case for the further extension of this period to twelve 
months appears to us to be established. 

13.—We recommend that sub-sects. (4), (5), (9), (10), (11), 
(12), (13), (14), (15) of sect. 154 should be amended so as to 
provide that the acts and defaults of a debtor, which by those 
sub-sections are made criminal offences if done or committed 
within six months before the presentation of a bankruptcy 
petition, by or against him, on which a Receiving Order is 
made, shall be made criminal offences if done or committed 
within twelve months before the presentation of such a petition. 

14.—No other amendment of the existing sub-sections of 
sect. 154 has been suggested to us, but there have been several 
additions to this section proposed. The 1924 Bill proposed 
to add the following sub-clauses :— 

(a) If, within twelve months next before the presentation 
of a bankruptcy petition, he has contracted any 
debt provable in the bankruptcy without having at 
the time of contracting it any reasonable or probable 
ground or expectation (proof whereof shall lie on him) 
of being able to pay it. - 

(b) If, within twelve months next before the presentation 
of a bankruptcy petition, he has incurred liabilities 
with a view to increasing his assets in the bankruptcy. 

(c) If, knowing his insolvency, he shall have permitted or 
suffered the whole or substantially the whole of his 
assets to be seized by, or applied for the benefit, of 
a particular creditor or creditors to the detriment 
of the general body of his creditors. 

(d) If, within twelve months next before the presentation 
of a bankruptcy petition, he, knowing his insolvency, 
shall have purchased goods and sold the same “on 0 
at less than cost or current market price unless he 
shall satisfy the Court that such conduct was not 
fraudulent. 

(e) If, within two years next before the presentation 
of a bankruptcy petition, any payment shall have 
been made by a bankrupt to any person whether 
it be his wife, a relative, or otherwise, not in 
connection with a business transaction nor for 
valuable consideration, and at a time when the 
bankrupt knew he was insolvent or would become 
insolvent as a result of such payment. 


15.—As regards (a), the greater part of the evidence before 
us has been to the effect that to make criminal this act, which 
at present is one of the grounds for refusal of an unconditional 
discharge, would be much too drastic. It has been pointed 
out that if the debtor has contracted any debt provable in the 
bankruptcy, he would be primé facie guilty, and then the onus 
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would be on him to prove that at that time he had reasonable 
expectation of being able to pay it. Apart from the general 
principle that it is undesirable to multiply crimes, unless 
there is some grave evil to be remedied not reached by the 
existing law, we are of opinion that no case has been made 
out for this proposal, and it does not in itself appear to us 
desirable. We therefore do not recommend this addition to 
the present section. 

16.—As regards (b), this is similar to one of the 
present grounds for refusal of an unconditional discharge 
(see Bankruptcy Act, 1914, sect. 26(3)). We are informed 
that it is over ten years since this particular fact has been 
reported on any application for discharge, and not more 
than seven instances have occurred since the Act of 1890. 
The evidence thus shows that this offence is very rare, and, 
moreover, we think it would be difficult of proof, and that if it 
occurred it could be sufficiently dealt with under sect. 154 (14). 
We are unable to accept this proposal. 

17.—As regards (c), the general view of the witnesses was 
that this is much too drastic, but many witnesses desired to 
havea similar provision limited, however, in its application 
to collusive action with intent to defraud other creditors. 
We think that the latter proposal is worthy of consideration, 
and we suggest that either by a new sub-section of sect. 154, 
or by amendment of sect. 156, sub-sect. (b) (if not already 
sufficiently wide) a collusive execution suffered or permitted 
by the bankrupt should subject him to liability to criminal 
proceedings. 

18.—As regards (d) and (e), the weight of evidence before 
us leads to the conclusion that those offences are already 
sufficiently met by sect. 154, sub-sect. (15) and sect. 156, 
sub-sect. (b) respectively, and this opinion was expressed by 
the Director of Public Prosecutions. In this view we concur 
and we are unable to accept either of these proposals. 


19.—Sect. 155.—No complaint or suggestion of any 
importance has been made to us as to this section. There 
is evidence that a certain amount of trouble is still caused by 
undischarged bankrupts trading, nominally as managers, in 
the names of relatives. This is a difficult matter to deal with 
satisfactorily under sect. 155 (b), and the evidence before us 
suggests that traders would do well to avail themselves more 
freely of the Registration of Business Names Act, 1916, and 
report to the Board of Trade any case of non-compliance 
therewith. We are assured that the Board have taken and 
will take all steps to enforce compliance with that Act, where 
complaint or information reaches them that its requirements 
yo not been fulfilled. We do not suggest any amendment 
of sect. 155. 


20.—Sect. 156.—The evidence before us does not suggest 
any alteration of this section and we make no recommendation 
relating thereto,exceptso faras suggested in paragraph 17 above. 


21.— Sect. 157.—We have had no evidence which leads us 
to think that any alteration in this section is necessary. 


Farture to Keep proper Books or Account. 
22.—Sect. 158.—The proposals of the 1924 Bill with regard 
to this section were as follows :— 
(1) Sect. 158 of the Bankruptcy Act, 1914, shall have 
effect as if the words ‘on any previous occasion” in 
sub-sect. (1) of that section had been omitted therefrom. 


(2) The following sub-section shall be substituted for 
sub-sect. (3) of sect. 158 of the Bankruptcy Act, 1914 :— 

‘*(3) For the purposes of this section, a person shall 
be deemed not to have kept proper books of account if 
he has not kept such books or accounts as are necessary 
to exhibit or explain his transactions and financial 
position in his trade, business or profession, including 
a book or books containing entries from day to day in 
sufficient detail of all cash received and cash paid and, 
where the trade or business has involved dealings in 
goods, also accounts of all goods sold including a 
description in sufficient detail of all goods sold and 
purchased whether for cash or credit, as, will enable 
such goods to be identifiable and also particulars of the 
name and address of the supplier or purchaser of such 
goods, and statements of annual stocktakings showing 
the basis upon which such stocktakings are made: 
Provided that a person engaged in any retail trade 


in which it would be a hardship or against the usual 
custom of the trade to enter such details as are 
hereinbefore required, then and in such cases, the 
omission shall be deemed to be excusable.” 


23.—As regards the proposed sub-clause (1), the words in 
sect. 158, sub-sect. (1), of the Act which it would be necessary 
to omit are ‘‘ who has on any previous occasion been adjudged 
bankrupt or made a composition or arrangement with his 
creditors.” All the witnesses, except one, concurred in this 
proposal to make it criminal in a first bankruptcy not to have 
kept and preserved proper books of account. It was generally 
recognised by the witnesses that there would have to be a 
period of two years or so after the passing of such a law before 
any prosecution should take place and it was suggested that 
the sub-clause should apply only to cases where the unsecured 
liabilities were of substantial amount. The view was expressed 
that the proposed sub-clause would be of considerable value as a 
complement to sect. 157, sub-sect. (1) (c). In this view we concur. 


24.—As regards the proposed sub-clause (2), the witnesses 
generally urged that some further definition of the books to be 
kept is required in addition to that contained in the present 
sect. 158, sub-sect. (3), particularly with a view to enabling 
goods sold or otherwise got rid of to be traced to their ultimate 
destination. The evils aimed at, so far as the evidence before 
us goes, occur in the course of carrying on trade or business, 
and we have heard nothing to induce us to think that the 
section should be extended to professions. 


25.—We recommend that sect. 158 should be amended so 
as to make failure to keep and preserve proper books of 
account criminal in the case of a first bankruptcy, subject 
to the following conditions :— 

(a) The present proviso to sub-sect. (1) of sect. 158 of 
the Act of 1914, with the substitution of £500 for £100, 
should be retained as a protection. We think this would 
be quite sufficient to exempt the honest retailer selling 
goods in the ordinary course of his business. 

(0) The law should further define the books to be kept 
so that they shall include accounts of all goods sold and 
bought and sufficient details of such goods and of the 
buyers and sellers thereof respectively to enable the goods 
and the buyers and sellers thereof to be identifiable. 

(c) No prosecution for this offence should take place 
before two years after the passing of the Act. 


We would refer to the recommendations made in paragraph 48 
of the report of the Bankruptcy Law Amendment Committee 
of 1908 (Cmd. 4068). 


26.—Sects. 159 and 160.—No complaint or suggestion has 
been made regarding either of these sections and we make 
no recommendation. 


27.—Sect. 161.—Under this section, as it stands at present, 
where an Official Receiver or a Trustee in Bankruptcy reports 
to the Court that in his opinion a debtor has been guilty of a 
bankruptcy offence, or where the Court is satisfied upon the 
representation of any creditor or member of the Committee of 
Inspection that there is ground to believe that the debtor has 
been guilty of any such offence, ‘‘ the Court shall, if it appears 
to the Court that there is a reasonable probability that the 
debtor will be convicted, order that the debtor be prosecuted 
for such offence. Provided that it shall not be obligatory on the 
Court in the absence of any application by the Official Receiver 
for such an order to make an order under this section for the 
prosecution of an offence, unless it appears to the Court that 
the circumstances are such as to render a prosecution desirable.” 

The 1924 Bill proposed that the proviso in sect. 161 should 
be omitted. Almost all the witnesses considered that trustees 
and official receivers should be on equal terms in applying 
for an order to prosecute, and many witnesses thought that 
it should not be necessary in the case of an application for 
an order by a trustee, for the Court to be satisfied that, as 
well as there being a reasonable probability of conviction, a 
prosecution was in the circumstances desirable. On the other 
hand, it has been pointed out that the repeal of the proviso 
would limit the discretion of the Court and lead to orders for 
prosecution being made where a merely technical offence had 
been committed, and where, even if a conviction was probable, 
a nominal sentence only was to be expected. An alternative 
suggestion has been made to put trustees and oflicial receivers 
on the same terms in these matters by omitting from the 
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proviso the words ‘‘in the absence of any application by an 
Official Receiver for such an order.”” This would give the 
Court full discretion. We recommend that in sect. 161 after 
the words “If it appears to the Court that there is a reasonable 
probability that the debtor will be convicted’ there should be 
inserted the words ‘and that the circumstances are such as 
to render a prosecution desirable’; and that the proviso 
should be repealed. 


28.—Sect. 162.—No suggestions were made regarding this 
section and we make no recommendation. 


29.—Sect. 163.—This section gives the Bankruptcy Court 
power to commit for trial. It was generally agreed by the 
witnesses who dealt with the matter that this section has 
never been used and might well be repealed. The Director of 
Public Prosecutions, with a view to avoiding some of the 
delay which occurs before a prosecution takes place, suggested 
that this section might be replaced by a section giving power 
to the Court of Bankruptcy, upon the disclosure in the public 
examination of the debtor of an offence, to direct him to be 
apprehended and taken there and then to a police court and 
charged. In order to give the Magistrates jurisdiction, it 
was said that it should be provided that the order for the 
bankrupt’s apprehension should be deemed to be equivalent 
to an information and an order to prosecute under sect. 161 
of the Act. The evidence, however, of Mr. Registrar Mellor, 
speaking on behalf of the Bankruptcy Registrars of the 
High Court, was opposed to the Court of Bankruptey being 
given any such powers, and we are not satisfied that it would 
work well in practice. We do not, therefore, recommend 
anvthing except a total repeal of the section. 


Tue Seriousness or Bankruptcy OFFENCES. 

30.—Sect. 164.—This section deals with the trial and 
punishment of offences. The provision in the Bankruptcy 
and Deeds of Arrangement Act, 1913, embodied in this section, 
making all bankruptcy offences punishable on summary 
conviction, has proved very satisfactory in practice. It has, 
however, been the opinion of all the witnesses who gave 
evidence on this point that there has been a tendency to 
treat bankruptcy offences as being of a less serious character 
than they in truth are, and that the present limitations of the 
power of the Court in regard to punishment have conduced to 
this view. We are satisfied that, in recent years particularly, 
the frauds committed by bankrupts have resulted in very 
serious loss to creditors and have in many cases been carried 
on systematically and to an increasing extent. We, therefore, 
think that further power should be given to the Court. 
It has been suggested that Courts of Summary Jurisdiction 
should be given power to inflict up to twelve months 
imprisonment for a bankruptcy offence instead of only 
six months as at present. It has also been suggested that 
as regards sub-sects. 154 (13), (14) and (15) the punishment 
should be similar to that prescribed by sect. 32 of the 
Larceny Act, 1916, which section deals with obtaining property 
by false pretences, and fixes a maximum punishment of 
five years penal servitude. The Common Sergeant (Sir Henry 
Dickens, K.C.), in a recent trial of a fraudulent bankrupt, 
stated that in his opinion fraudulent bankruptcies would not 
be put down until the Courts were in a position to inflict 
penal servitude. 

We concur in both these proposals. 


31.—Sects. 165 and 166.—No complaints or suggestions 
regarding these two sections were made and we make no 
recommendation. 


ADDITIONAL SUGGESTIONS RELATING TO BankRupTcy OFFENCES. 

32.—It was urged by several witnesses that some provision 
should be made in the Bankruptcy Act to punish any person 
who buys new goods at such a price that he must be aware that 
the seller was not paying for them, and, further, that in 
such a case, the trustee should be given power to re-open 
the transaction, and obtain from the buyer the difference 
-between the price he paid for the goods and their real value. 
We do not think that this last proposal is practicable. 
As regards punishment for an offence, it was generally agreed 
that there would be considerable difficulty in proving the case, 
but the matter was considered to be one of prime importance 
by many of the witnesses. A conviction for an analogous 
offence is, we believe, sometimes obtainable at present on a 


charge of conspiracy, but it has been saggested, and we concur 
in the suggestion, that the principle of sect. 33 of the 
Larceny Act, as explained in the case of Kutas (17 Criminal 
Appeal Reports, 179) should be applied so as to make it an 
offence to receive property unlawfully obtained contrary to 
sect. 154, sub-sects. (13), (14) and (15), and that a provision 
to this effect should be embodied in the Bankruptcy Act. 


- 83.—The Director of Public Prosecutions has informed us 
that one of the great difficulties he has to contend with in 
connection with bankruptcy offences would be removed by 
amending the Bankruptcy Act as regards venue, and inserting 
in that Act a provision similar to that in sect. 39 (1) of the 
Larceny Act, 1916, which provides that ‘“‘a person charged 
with any offence against this Act may be proceeded against, 
indicted, tried and punished in any country or place in which 
he was apprehended or is in custody as if the offence had been 
committed in that country or place: and for all purposes 
incidental to or consequential on the prosecution, trial, or 
punishment of the offence, it shall be deemed to have been 
committed in that country or place.” 

34.— We recommend that a section on the lines of sect. 39 (1) 
of the Larceny Act, 1916, should be inserted in Part VII of the 
Bankruptcy Act. . 


Bankruptcy Act, 1914, Parr I (Procreprnes rrom Acr oF 
Bankruptcy To DiscHARGE). 

35.—The only evidence of importance before us regarding 
this part of the Act relates to sect. 26 which deals with 
applications for discharge. 

Most of the witnesses desired that the law should be altered 
so as to provide that on a fixed date after the close of the 
bankrupt’s public examination the bankrupt should be 
compelled to come before the Court and have his conduct 
considered and the question of his discharge from bankruptcy 
determined. It is a matter for consideration whether this 
should be effected by a bankrupt being compelled to apply for 
his discharge or by the consideration of the discharge by the 
Court in every case, whether the bankrupt applies or not, but 
with power to require the bankrupt’s attendance. The main 
reasons put forward in support of this suggested change are :— 


(a) Undischarged bankrupts are a danger to the trading 
community. P 

(b) That when a manapplies for his discharge, frequently 
some years after his bankruptcy, there is difficulty owing 
to lapse of time in getting full information for the purpose 
of the report on his conduct. 

(c) It is very undesirable that a-bankrupt should be 
allowed to think himself free the moment that his public 
examination is concluded, as so many bankrupts do. 

(d) Offences under sect. 155 appear in many cases to 
have been considered as merely technical offences and the 
provisions of the section do not act as any real deterrent. 

(e) To have the character of a bankruptcy considered 
and the question of the bankrupt’s discharge determined 
would greatly assist trade protection societies and other 
bodies in giving information to traders as to the position 
and standing of persons who ask for credit. 

(7) That the expense involved by the extra work thrown 
on Courts, Registrars and Official Receivers would be far 
outweighed by the advantages obtained. 

36.—On the other hand, objection has been raised to the 
above proposal principaliy on the ground that— 

(a) Discharge is a privilege and should not be thrust 
upon the bankrupt. 

(b) That there may be a tendency if a time is fixed for 
the consideration of discharges in all cases for the matter 
to become one of routine. 

(c) That undischarged bankrupts are not really a menace 
to the trading community. 

37.— Other suggestions on this matter made to the Committee 
may be summarised as follows :— 

(a) That the Official Receiver should at some fixed 
period, say, six months, after the close of the public 
examination place upon the file a report dealing with the 
conduct of the debtor stating whether any misdemeanour 
or felony under the Act has been committed and reporting 


the “facts” (if any) which prevent an immediate 
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unconditional discharge under sect. 26, sub-sect.(3). It has 
been suggested that such a report would be useful if the 
debtor should apply for his discharge at any future time, 
and would also satisfy the requirements of sect. 73 (a), 
where a minor offence has been committed, and thus save 
the Official Receiver from having to report to the Court 
an offence, where such an offence will obviously not 
support an order for prosecution. 

(o) That an undischarged bankrupt continuing to trade 
should be compelled to furnish to the Official Receiver 
periodically, for a certain number of years, a certified 
balance-sheet. 

(c) That undischarged bankrupts should annually notify 
in writing to the Official Receiver, with a statutory 
declaration, their addresses, occupations and earnings. 


38.—We are of opinion that in one or the other of the ways 
mentioned in paragraph 35 the Court should pronounce on the 
discharge of every bankrupt on a date to be fixed as soon as 
may be after the granting by the Board of Trade of the trustee’s 
release (unless the bankrupt has himself already applied for 
his discharge), but not later than two years after the close of 
the public examination, if the trustee has not been released 
by that-time. We prefer that the Court should consider the 
discharge, whether or not the bankrupt himself applies, with 
power to require his attendance at the hearing. We would refer 
in this connection to the somewhat similar recommendation 
contained in the report of the Bankruptcy Law Amendment 
Committee of 1908 (Cmd. 4068) (paragraph 85). 


39.—It has been suggested further that the two years 
statutory minimum period of suspension of a discharge should 
be done away with, and the Bankruptcy Court be given 
complete discretion to deal on its merits with every case in 
which a bankrupt’s discharge is considered. It was stated 
that the existence of a fixed minimum of suspension (apart 
from its undesirability on general grounds) has caused difficulty 
in dealing with cases where there has been no moral turpitude, 
with the result that the Courts have been driven to get round 
the difficulty by requiring the bankrupt, as a condition of his 
discharge, to consent to judgment for a merely nominal sum. 
The objection urged before the Committee to the abolition 
of this statutory minimum period of discharge is that the 
principal reason for establishing it was that when there 
was discretion to suspend the discharge for any period that was 
thought proper, orders suspending discharges for too short 
periods were made. But we think that this objection should 
not prevail and we recommend that the minimum period of 
suspension imposed by sect. 26 (2) (ii) should be abolished. 


Banxrvuptcy Act, 1914, Parr II (ApmInisTRATION °F PROPERTY). 

40.—The complaints and suggestions made to us with 
reference to this part of the Act relate only to sects. 39, 44, 45 
and 46, and we will deal with them in that order. 


41.—Sect. 39 (Subsequent Bankruptcy).—We have received 
-a complaint, on behalf of the provision trade, as to the right 
of the trustee in a prior bankruptcy to prove in a subsequent 
bankruptcy for the unsatisfied balance of the debts in the 
prior bankruptcy. It was suggested to us that the creditors 
in the earlier bankruptcy should be excluded until the later 
creditors had received 20s. in the £, and in support of this 
proposal it was stated that, the goods being consumable, the 
assets in the second bankruptcy would be goods supplied by 
the later creditors only. This suggestion does not commend 
itself to us, because the amendment of the law made by the 
section was first made so recently as 1913, has not been found 
in practice to work unjustly, and the reason assigned for its 
pe is put forward only on behalf of a particular branch 
of trade. 


42.—It has been suggested to us that the words ‘‘ which is 
followed by an order of adjudication”? should be inserted 
after ‘‘ receiving order” in sub-sect. 39 (1). It is pointed out 
that a receiving order does not vest anything, and that the 
learned Judge in the case of Sergeant (1923), 2 Ch., 302, said 
that of course these words must be read into this section. We 
concur in this suggestion. 

43.—It has been pointed out that in the event of a second 
or subsequent receiving order being followed by the acceptance 
and approval of a composition or scheme, the trustee or 
creditors in the prior bankruptcy have no rights under the 


section. It was suggested that this was contrary to the 
intention of the section, and that provision should be made 
that, in the event of a composition or scheme, the trustee in 
the last preceding bankruptcy should have similar rights as in 
the case of a subsequent bankruptcy. In this suggestion 
we concur. . 

44.—It was also pointed out to us that where a prior 
bankruptcy is followed by an administration order under 
sect. 130 (administration of a deceased insolvent’s estate) the 
section as it at present stands does not apply (re Sergeant; 
(1923) 2 Ch., 302). It was suggested that this was not in 
accordance with the general aim of the section, and that 
amendment was required to make the section apply in such a 
case. Such amendment would place all the modes of 
administration of bankrupts’ or insolvents’ estates on the 
same footing and seems desirable. 

45.—It was suggested that the last part of sect. 39 should 
be amended to show clearly that the trustee in the prior 
bankruptcy is a full creditor, e.g., has a right to vote. We 
think that this is the result of the section as it stands. 


46.—Sect. 44 (Fraudulent Preference).—At present it is 
necessary, when taking action under this section, to prove 
that the dominant motive operating in the mind of the debtor 
at the time was to prefer a particular creditor. This has 
given rise to a great deal of litigation in these matters, as it is 
so difficult to establish motives. It has been suggested that 
the section should be made to relate to the effect of the act 
rather than to the intention of the debtor, i.e., that any 
payment, &c., which had the effect of giving any creditor or 
surety or guarantor for his debt a preference over other 
creditors should be set aside as a fraudulent preference. No 
reason has been suggested which induces us to think that 
there is any necessity to change the law, which has not been 
materially altered since 1786, as shown by the opinion given 
in the House of Lords by Lord Halsbury, L.C., in Sharp v. 
Jackson (1899), A.C., 419, and has been repeatedly reaffirmed 
by the Legislature. Such a provision as suggested might well 
have the effect of seriously interfering with the ordinary 
course of business. 


47.—Sects. 45 and 46.—Consequent on the judgment in 
re Wigzell (1921), 2 K.B., 835, the witness who appeared before 
us on behalf of the British Bankers’ Association suggested 
that the protection afforded by these two sections should be 
extended to two days after the advertisement of the receiving 
order has appeared in the Gazette. But we recognise that it 
would be impossible to restrict this protection to banks and 
that it would obviously be very dangerous to make it general. 
We are informed that Official Receivers already, under the 
instructions of the Board of Trade, notify banks as early as 
possible of the making of a receiving order without waiting 
for the Gazette notice; further, that Official Receivers are 
instructed to oppose any stay of advertisement, except on the 
terms that the bankrupt should submit himself to preliminary 
examination at once, a condition which the Court has, in 
recent times at all events, generally thought fit to impose. 
This enables the Official Receiver to obtain information about 
the debtor’s banking account whereupon he notifies the bank 
concerned. We do not recommend any amendment of 
sects. 45 and 46. ; 


Bankruptcy Act, 1914, Parr III (Orrictan Recervers anp 
Srarr or THE Boarp or Trap). 

48.—The 1924 Bill proposes the following addition to 
sect. 73 of the Bankruptcy Act, 1914 :— 

‘The Official Receiver and/or the trustee shall in all 
cases of bankruptcy make and file a special report stating 
whether or not the bankrupt has, in his opinion, 
committed any offence under the Bankruptcy Act, 
whether by way of felony or misdemeanour, or of ary 
conduct constituting a ground for attaching conditions to 
his discharge.”’ ; 

It was, however, generally agreed by the witnesses that the 
present obligations on the Official Receiver under sect. 73 (a) 
are quite sufficient. In this connection our recommendation 
in paragraph 38 above should be read. 


Banxruptcy Act, 1914, Parr [V (Trustees in Bankruptcy). 
49.—No complaint or suggestion of importance has been 
made to us regarding this part of the Act. 
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Bankruptcy Act, Parr V (Constirution, ProcepuRe, 
AND Powers or Court). 

The only suggestion of importance under Part V was made 
on behalf of the British Bankers’ Association and relates to 
sect. 119. They desired that a receiving order should no 
longer be made against a firm in the firm name, and that all 
receiving orders, as is the case now with orders of adjudication 
should be made against partners in their individual names, 
and if, after a receiving order is made, it was discovered 
that there was another partner, then a further receiving order 
should be made against him, but all bond fide transactions 
with him, between the first receiving order and the receiving 
order against him, should be protected. 

50.—The committee realise that hardships may occasionally 
occur at present to parties dealing with a person who is 
subsequently discovered to be a partner in a firm against 
which a receiving order has been made, but the difficulty of 
adopting the suggestion is, that people doing business with the 
firm will know only the firm name, and, if the requirements 
of the Registration of Business Names Act have not been 
complied with, may be unable to ascertain the names of the 
partners. We think the better solution is the enforcement of 
the Registration of Business Names Act (see paragraph 19 
above) rather than any amendment of the Bankruptcy Act in 
the sense proposed. 


Bankruptcy Act, 1914, Parr VI (SuppLementat Provisions) 
4 anp Parr VIII (Generat). 

_51.—No complaint or suggestion regarding the existing 
sections of these parts of the Act has been made to us. 


Limited Liability Companies. 

52.—Several witnesses have complained that persons on the 
eve of bankruptcy, or who are undischarged bankrupts, have 
availed themselves of the company law to enable them to trade, 
and often to trade fraudulently, under the name of a private 
limited company, commonly called ‘‘a one-man company.” 
We are very sensible of the evils which have been caused to” 
the trading community by these means, but we consider the 
subject to be outside our terms of reference and to be one 
that can only be properly dealt with by a consideration and 
review of the company law as a whole. 


Aliens, Deportation of. 

53.—The majority of the witnesses desired that the Court of 
Bankruptcy should have power to recommend alien bankrupts 
for deportation at any time during, or after, the public 
examination. So far as the question lies within the scope of 
our inquiry, and with proper limitations to exclude from its 
operation aliens who have been established in this country for 
a period of years, we think such power might be useful. 


Registration of High Court Judgments. 
54.—During the inquiry our attention was called to the 
fact that, whilst under sect. 183 of the County Courts Act, 
1888, all County Court judgments of £10 and upwards have 
to be registered, no such provision applies to High Court 
judgments. This subject is not directly within our terms of 
reference and we express no opinion upon it except that it 
appears to be a matter worthy of consideration. 


Limitation on Deeds of Assignment Constituting an Act of 
Bankruptcy. 

55.—The last suggestion with which we need deal was that 

a deed of arrangement should not constitute an act of 
bankruptcy where it was assented to by a majority in number 
and three-fourths in value of the creditors. A limitation on 
the right to use a deed of arrangement as an act of bankruptcy 
to ground a petition was imposed in 1913 (see sect. 24 of the 
Deeds of Arrangement Act, 1914), and we think that this is 
sufficient and that no alteration of the Act in this respect is 
required. 


Summary of Recommendations. 
Bankruptcy Act, 1914, Parr VII (Bankruprcy Orrences). 
56.—Sub-sects. (4), (5), (9), (10), (11), (12), (13), (14) and 
(15) of sect. 154 should be amended so as to provide that the 
acts and the defaults of a debtor, which by those sub-sections 
are made criminal offences if done or committed within six 


against him, on which a receiving order is made, shall be 
made criminal offences if done or committed within twelve 
months before the presentation of such petition. 

57.—The law should be altered so as to provide, either by a 
new sub-section to sect. 154 or by amendment of sect. 156, 
sub-sect. (b) (if not already sufficiently wide), that a collusive 
execution suffered or permitted by the bankrupt should subject 
him to liability to criminal proceedings. 

58.—Sect. 158 should be amended so as to make failure to 
keep and preserve proper books of account criminal in the case 
of a first bankruptcy, subject to the following conditions :— 


(a) The present proviso to sub-sect. (1) of sect. 158 of the 
Act, with the substitution of £500 for £100, should 
be retained as a protection to the honest retailer 
selling goods in the ordinary course of his business. 

(b) The law should further define the books to be kept, 
so that they shall include accounts of all goods sold 
and bought, and sufficient details of such goods, and 
of the buyers and sellers thereof, respectively, to 
enable the goods and the buyers and sellers thereof 
to be identifiable. 

(c) No prosecution for this offence should take place before 
two years after the passing of the Act. 


59.-—The proviso to sect. 161 should be repealed, and after 

the words in the section ‘‘if it appears to the Court that 

there is a reasonable probability that the debtor will be 

convicted ’’ there should be inserted the words *‘ and that the 

circumstances are such as to render a prosecution desirable.” 
60.—Sect. 163 should be repealed. 

61.—The law should be altered so as to give Courts of 
Summary Jurisdiction power to inflict up to twelve months 
imprisonment for a bankruptcy offence, instead of only six 
months as at present. 

62.--The law should be altered so as to provide that as 
regards sub-sects. (13), (14) and (15) of sect. 154, the maximum 
punishment should be five years penal se: vitude. 

63 —The law should be altered so as to provide that it shall 
be a criminal offence to receive property unlawfully obtained 
contrary to the provisioas of sub-sects. (13), (14) and (15) 
of sect. 154. 

64.—The law should be altered to embody a provision 
regarding venue similar to that in sect. 39 (1) of the Larceny 
Act, 1916, which provides that ‘‘a person charged with any 
offence against this Act may be proceeded against, indicted, 
tried and punished in any country or place in which he was 
apprehenaed or is in custody as if the offence had been 
committed in that country or place: and for any purposes 
incidental to or consequential on the prosecution, trial or 
punishment of the offence, it shall be deemed to have bee 
committed in that country or place.’’ ; 


Bankruptcy Act, 1914, Parr I. 

65.—The law should be altered so as to provide that the 
Court shall pronounce on the discharge of every bankrupt 
on a date to be fixed as soon as may be after the granting 
by the Board of Trade of the trustee’s release (unless the 
bankrupt has himself already applied for his discharge), 
‘but not later than two years after the close of the public 
examination if the trustee has not been released by that 
time; the Court to have power to require the bankrupt’s 
attendance at the hearing. 

66.—The existing statutory minimum period of suspension 
of discharge imposed in certain circumstances by sect. 26, 
sub-sect. (2) (ii), should be abolished. 


Bankruptcy Act, 1914, Parr II. 

67.—The law should be altered by the insertion in sect. 39, 
sub-sect. (1), of the words ** which is followed by an order of 
adjudication ’’ after the words “ receiving order.”’ 

68.—The law should be altered to place on the same footing 
all the modes of administration of the estate of a bankrupt or 
insolvent who has previously been bankrupt, i.e., sect. 39 
should be made to apply to a second or subsequent receiving 
order followed by the acceptance or approval of a composition 
or scheme and also where a prior bankruptcy is followed by 
an administration order under sect. 130 (administration of a 
deceased insolvent’s estate). 
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69.—Finally, we report that on most of the questions 
considered by us the conclusions arrived at have been 
to unanimously. In the cases where a difference of opinion 
has arisen, we have very carefully considered and discussed 
the subject, but in no instance has it been thought necessary 
by the minority to give separate expression to their opinion, 
and the view of the majority has been accepted in such cases 
and appears in the report. 

70.—The Committee desire to express their high appreciation 
of the services rendered by their Secretary, Mr. S. W. Hood, of 
the Board of Trade, both in the colleetion and presentation 
of evidence, in the drafting of this report and throughout 
the inquiry. His work has been of the greatest assistance 
to the Committee. 


E. W. Hansexy, Chairman. A. O. Mies. 
G. M. Griuerr. W. H. Wuiretock. 
James Martin. H. F. Caruii. 

8S. W. Hoop, Secretary. 


Norz.—Some of the cross-headings are inserted by us 
(Eps., I.A.J.). 


Society of Incorporated Accountants and 
Anbditors. 


EXAMINATION RESULTS. 
SOUTH AFRICAN (EASTERN AND WESTERN) COMMITT£ES. 


Novemser, 1924. 


Final. 
. Order of Merit. 
Horne, George Epwarp Lancetot, Clerk to E. 8. Crosoer 


(George Mackeurtan), 306, Smith Street, Durban. (Second 
Prize and Second Certificate of Merit.) 


Hopson, Lestre, Clerk to E. 8. Crosoer (George Mackeurtan), 
306, Smith Street, Durban. (Fourth Certificate of Merit.) 


Campsett, Eric Doveras, Clerk to H. R. Brown (Deloitte, 
Plender, Griffiths, Annan & Co.), 201, Consolidated 
Buildings, Fox Street, Johannesburg. 


Cuosr, Percy Lonsparz, Clerk to J. E. P. Close & Co., 
Colonial Mutual Buildings, 106, Adderley Street, Cape 
Town. ‘ 

(Bracketed for Seventh Certificate of Merit.) 


Alphabetical Order. 


Bassett, Jack Gasx, Clerk to C. D. Gibson (C. L. Andersson, 
Gibson & Co.), Graaff’s Trust Chambers, 143, Longmarket 
Street, Cape Town. 


Bowtey, Lzonarp Victor, Clerk to Grant, Grant & Co., 
33, Adderley Street, Cape Town. 


Buckianp, Ceci, Feuix, Clerk to H. R. Brown (Deloitte, 
Plender, Griffiths, Annan & Co.), 201, Consolidated 
Buildings, Fox Street, Johannesburg. 


Gopparp, Grorce Freperick, C'erk to D. Mackeurtan (George 
Mackeurtan), 306, Smith Street, Durban. 


Gotpsy, ArtHur Jack Trrence, Clerk to H. G. L. Panchaud 
or & Panchaud), 138, Cullinan Buildings, Johannes- 

urg. 

HarrrorpD, James Cutrrorp Fortescue, Clerk to J. E. P. Close 
(J. E. P. Close & Co.), Colonial Mutual Buildings, 
106, Adderley Street, Cape Town. 

MacintosH, Jonn Cueyne, Clerk to J. Dougall (Dougall, 
Lance & Hewitt), Pretoria Building Society Chambers, 
Pretorius Street, Pretoria. 

Myirea, Frank Rapcuirre, Clerk to B. Halsey, Leuchar’s 
Buildings, Smith Street, Durban. 


Scuo.tz, Henry Rupotr, Clerk to Thomas Sterling, 57, National 
Mutual Buildings, Rissik Street, Johannesburg. 

Steyn, Bensamin Dante, Clerk to Dougall, Lance & Hewitt, 
Pretoria Building Society Chambers, Pretorius Street, 
Pretoria. ~ 

Txompson, Norman Dene, Clerk to B. Halsey, Leuchars 
Buildings, Smith Street, Durban. 

Wrieuton, Sipney Frank, Clerk to Harold Maude, General 
Mining Building, Main Street, Johannesburg. 


(3 Candidates failed to satisfy the Examiners.) 


Intermediate. 
Order of Merit. 


Burron, Ropert Howarp, Clerk to A. E. Hurley, Royal 
(Second 


Exchange Buildings, Smith Street, Durban. 
Place Certificate and Prize.) 


CunnincHaM, JoHN Drypen, Clerk to George Mackeurtan, 
306, Smith Street, Durban. (T'hird Place Certificate.) 


Alphabetical Order. 
Dovetas, Jonn Gorpon SuHoxrto, Clerk to R. A. Dix (Dix & 
Parsons), 12, Timber Street, Pietermaritzburg. 


Hiacerty, Jonn Warerston, Clerk to J. Fleming Orr 
(J. Fleming Orr, Pratt & Mockford), 14/15, Trust 
Buildings, Fox Street, Johannesburg. 


MacLarty, Hue Mactzop, Clerk to A. Aiken (Alex. Aiken & 
Carter), National Bank Buildings, Simmonds Street, 
Johannesburg. 


Tuomas, Joun Towy, Assistant City Treasurer, Town Hall, 
Bloemfontein. 

Trouup, Ernest James, Clerk to Charles Hewitt, 36-39, Per- 
manent Buildings, Harrison Street, Johannesburg. 


(5 Candidates failed to satisfy the Examiners.) 


Preliminary. 
Alphabetical Order. 


Cueminais, Ernest Austin, 1, Jagersfontein Avenue, Cape 
Town. 

Epwarps, JAMES, 
Johannesburg. 

Rem, Haroirp Gerorcz, Clerk to Douglas, Low & Co., 
Consolidated Gold Fields Buildings, Simmonds and Fox 
Streets, Johannesburg. 

TanNaHILL, Matcoum Canmore Bisset, 29, Burger Street, 
Krugersdorp. 


(3 Candidates failed to satisfy the Examiners.) 


19, Stiemens Street, Braamfontein, 


Rebietv. 


Questions and Answers on Company Law. By 
G. William Fortune, F.S.A.A., F.C.I.S. (Hons.), and 
D. R. Matheson, M.A. (Hons.), F.S.4.A. (Hons.). 
London: Sir Isaac Pitman & Sons, Limited. (184 pp. 
5s. net.) 


This is a book which should be in the hands of every 
candidate for the examinations of the Society, as well as 
some other professional examinations. The matter is well 
arranged, the questions are fairly exhaustive and the answers 
sufficiently full, as well as condensed, to enable them to be 
easily memorised. While the work deals mainly with a 
company as a going concern, it also treats briefly with 
questions likely to arise in liquidations, and distinguishes the 
principal points of difference in Scots law and procedure. 
The practitioner to whom the examination room has no 
longer any terrors will also find it a useful book of 
reference. 
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Share Capital of a Public Limited 
Company. 


A Lecroure delivered before the Incorporated Accountants’ 
Students’ Society of London by 


Mr. ROBERT ASHWORTH, A.C.A, F.S.AA., 
INCORPORATED ACCOUNTANT. 


The chair was occupied by Mr. F. C. Harper, President 
of the Society. 

Mr. AsuwortH said: The professional accountant is often 
called upon to advise promoters and directors of companies as 
to the form of share capital best suited to the requirements of 
a particular company, and the accountant in embryo is often 
required to solve, in his examinations, difficult problems 
dealing with accounts and the law relating to the share 
capital of a company. It is, therefore, important that 
accountants and accountant students should not only have 
a complete knowledge of the many varieties of share capital 
issued by companies from time to time, but they should also 
fully understand— 

(1) How the share capital is originally fixed. 

(2) The effect of the issue of the different classes of 
share capital on the rights of the holders and on the 
company. 

(3) How the share capital can be subsequently altered, 
and the effect of any alteration upon the company and 
the members. 

(4) The difference between the return b. 
dividends on share capital and the return 
interest on loanable capital. 

(5) The basis of the valuation of shares. 


way of 
y way of 


CuassiFICATION oF CAPITAL. 

It might not be unprofitable if, for a few moments, we 
consider the use of the term ‘‘ capital ’’ and its classification 
as distinct from the shares comprising it. This term is very 
loosely used in business life and is often applied, mostly by 
lawyers, to capital moneys expended in the acquisition of assets, 
e.g., *‘ fixed capital,” ‘‘ floating or circulating capital,” to which 
accountants would refer more correctly as “fixed assets” and 
‘* floating assets” respectively. Every student knows the 
definition of capital as ‘‘ the excess of assets over liabilities.” 
This definition is quite correct when applied to the business of 
an individual or partnership where the profits from such 
enter into and form part of the capitals of the individuals, but 
it will only be applicable to companies in the first instance, for 
the profits of companies do not enter into and form part of the 
company’s capital. The definition given will then, in this 
case, have to be revised to ‘tthe excess of assets over 
liabilities, undivided profits and reserves.” 

The capital of the company is usually classified as follows :— 


Authorised or Nominal Capital. 

The authorised or nominal capital is the maximum amount 
the company is authorised to issue by its memorandum of 
association as originally framed or as altered in accordance 
with the Companies Acts, and is the amount upon which 
capital duty is payable. 

The authorised capital is the first item shown on the 
liabilities side of a company’s balance-sheet. The total will 
be shown in shorts a note, as it does not appear in or affect 
the financial books until it is issued, when that part which 
has been issued will appear in the books and will be shown 
also as issued capital on the balance-sheet. 


Subscribed or Issued Capital. 

The amount of the authorised capital subscribed for or 
issued is termed “ subscribed or issued capital,” but must be 
distinguished from paid-up capital. 


: : Paid-up Capital. 
Paid-up capital is the amount actually paid up on the 


Called-up Capital. 

Called-up capital is the amount of issued capital actuall 

galled up. Any difference between the called-up an 

paid-up capital will represent the calls in arrear which are 
debts due from shareholders in respect of their holdings while 
any difference between the called-up and issued — will be 
the amount of issued capital remaining uncalled. This 
uncalled capital is a contingent liability of the shareholder on 
his shares but which does not become an actual liability 
until it is called up. The amountsof the uncalled capital will 
be shown on the liabilities’ side of the balance-sheets of 
the individual shareholders, where such shareholders keep 
personal or business accounts, in the form of a foot note as a 
contingent liability, or, alternatively, the note may be made on 
the assets’ side of the balance-sheet under the investment itself. 


Reserve Capital. 

A company may by special resolution, in accordance with 
the provisions of sect. 59 of the Companies (Consolidation) 
Act, 1908, decree that part of its uncalled capital shall not be 
capable of being called-up except in the event of and for the 
purpose of the company going into liquidation. The uncalled 
capital so earmarked is termed reserve capital or reserve 
liability, and cannot be dealt with or charged as security for 
loans by the directors; neither can it be made available again 
as ordinary capital without leave of the Court, but it can 
apparently be wiped out by a scheme of capital reduction. 

A clause, however, to this effect contained in the articles as 
originally framed can be varied by special resolution allowing 
the amount uncalled to be called up at any time, but where 
the special resolution has been subsequently passed by the 
company under sect. 59, it is irrevocable and places it out of 
the power of the directors to call up such capital except 
for the purpose of winding up the company even if every 


shareholder agrees. : 
Working Capital. 


The excess of liquid assets, which are cash, bills receivable, 
investments readily realisable, debtors and stock-in-trade, 
over current liabilities, excluding permanent or semi-permanent 
loans, is termed working capital, and represents the cash, or 
its equivalent, available for the carrying on or extending of 
the company’s business. 


Loanable Capital. 

The term ‘‘loanable capital’? comprises the issue of 
debentures, notes and bank loans of a semi-permanent nature. 
Short loans, such as bank overdrafts, are more correctly 
termed ‘‘ cash creditors.” 

In order to avoid confusion in the public mind, the unqualified 
term ‘‘ capital ’’ should never be used in connection with loans 
of the nature mentioned, but should always be qualified by the 
word ‘‘loanable,”’ and even then should only be applied to 
loans made under agreements which require payment to be 
made over fairly lengthy periods. For, strictly speaking, 
such loans do not form part of the capital of the company at 
all but are merely a classification of the creditors. The 
sections of the Companies (Consolidation) Act dealing with 
increase, reduction or reorganisation of capital do not affect 
or apply to loanable capital. It must be remembered, therefore, 
that capital under the Act means share capital or stock, and 
not debentures or any other form of loanable capital, and that 
the holding of such does not make the holder a member of the 
company. 

We are not, however, concerned with loanable capital this 
evening. 

Score or CAPITALISATION. 

The promoter, in the first instance, usually fixes the scope 
of the capitalisation of the company and the form thereof, 
after taking into consideration the advice of his solicitor, 
accountant and stockbroker. In arriving at the proper figure 
at which the concern is to be capitalised special consideration 
will have to be given as to the working capital required to 
carry on the business, in relation to which particular care 
must be exercised to provide for any extension of the activities 
of the business to which the directors may have pledged 


'| themselves in the prospectus, such as :-— 


(1) Opening new branches, departments or agencies. 
(2) Advertising specialities. 


issued capital, and will be the amount of the issued capital 
less any calls in arrear. : 


(3) Laying down new plant and machinery, &c. 
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The capital of the company will then be fixed to cover the 
foliowing :— 

(a) Purchase consideration as between the promoter and 
the original vendors. 

(b) Preliminary expenses, if payable by the company. 

(c) Promotion profit, and 

(d) Working capital. 

It is most important that care be taken to see that such 
capitalisation covers all the immediate requirements of the 
company, as when the Memorandum and Articles have been 
registered this capital becomes the authorised capital of the 
company, beyond which it cannot issue except as shown later. 


Form or Smare Capirat. 
Having fixed the amount at which the concern is to be 
capitalised, it becomes necessary to decide in what form such 
capital will be issued and the nominal value of each share. 


NominaL VALUE OF SHARES. 

The amount of the capital with which a company limited 
by shares proposes to be registered must be stated in Clause 5 
of the Memorandum of Association. 

A share has been defined as ‘‘ the interest of a shareholder 
in the company measured by a sum of money, for the purpose 
of liability in the first place and of interest in the second, but 
also consisting of a series of mutual covenants entered into 
by all shareholders inter se.”’ 

The utmost freedom is given by the Companies Acts in 
fixing the nominal value of each share. The share capital 

_may, therefore, be divided into shares of any denomination: 
that is to say they may be shares of ld., Is., £1, £100, 
£10,000 each, or any other amount. In fact, there are cases 
of private companies having been registered with £1 nominal 
capital divided into shares of one farthing each, and recently 
there was the registration of a private limited company formed 
for the purpose of carrying on the business of auctioneers, 
house agents, architects and surveyors with a nominal capital 
of one halfpenny divided into two shares of one farthing each, 
the duty and fees upon which amounted to £5. In cases such 
as these, however, the credit of the business would undoubtedly 
be affected by the registration, as sucb a small nominal capital 
lends itself to the suggestion that registration has been effected 
merely to avoid liability or that the balance of the net assets 
of the business is represented by debentures issued to the 
vendors. 

In fixing the nominal value of the shares it should be 
remembered that a high value restricts their marketability, and 
where the nominal value exceeds £1 per share it will usually 
be found that the market in the shares tends to become limited, 
so much so that companies which originally fixed the value 
of their shares over this amount have subsequently had to 
reorganise the share capital in consequence by issuing, say, 
five £1 shares in exchange for each share of the nominal 
value of £5, and this in spite of the fact that the capital and 
dividend thereon were well secured. 


Cuasses or SHARE Caprra.. 

The nominal capital may be divided into shares of different 
classes carrying rights separate and distinct from each other, 
and such rights may either be defined in Clause 5. of the 
Memorandum or may be left to be fixed by the Articles. 

The principal classes of shares issued by companies from 
time to time are as follows :— 


Preference Shares. 


Preference shares may be issued giving a preference over 
other classes of shares as to payment of dividend or priority 
as to return of capital in the event of the winding up of the 
company, or both. 

The preference as to dividend may attach to arrears of 
dividend as well as to the dividend of the current period, or 
may be restricted to the latter ;, that is to say, the dividend may 
be either cumulative or non-cumulative. 


Preference as to Dividend.—In the absence of a stipulation 
to the contrary in the clause of the Memorandum or Articles 
defining the preferential rights attaching to such shares, all 
shares which are stated to be entitled toa preferential dividend 
ata fixed rate per cent. are prima facie deemed to be cumulative 
as to dividend. 


A cumulative preference share, therefore, carries the right 
to be paid, out of future profits, all arrears of dividend on such 
shares before any dividend whatsoever is paid on subordinate 
classes of shares. 

With regard to the treatment of arrears of cumulative 
preferential dividends in the accounts, the majority of 
accountants are of the opinion that as the liability does not 
accrue until there are sufficient profits available to pay the 
dividend, such arrears should not be dealt with as an actual 
liability, but should be recorded in the form of a note on the 
ve side of the balance-sheet similarly to a contingent 
liability. 

The - should take some such form as: ‘‘ Note.—There 
are arrears of dividend on the cumulative preference shares 
for the periods............ amounting to z....... P: 

Without this note it cannot be said that the balance-sheet 
shows the true and correct view of the state of the affairs of 
the company, and such an omission would probably mislead 
persons into buying shares which they would not or might 
not have bought had they known of such arrears. 

Where it is intended that the dividend on the preference 
shares is to be non-cumulative, great carg must be exercised 
in seeing that this intention is clearly expressed in the clause 
of the Memorandum or Articles defining the rights attaching 
to such shares, otherwise, as already stated, the dividend may 
be deemed to be cumulative, in which case the company 
may find itself in difficulties, as the rights of the holders of 
subordinate classes of shares might be materially affected. 

Non-cumulative preference shares are only entitled to 
payment of the fixed dividend in so far as the profits of the 
year allow of such a payment. If the profits are insufficient 
to pay this dividend there is no right to have arrears paid 
out of the profits of future periods as in the case of cumulative 
preference shares. 

In both cases the dividend will be at a fixed rate per cent., 
with or without a right to share in surplus profits after 
payment of stipulated dividends on subordinate shares, and 
the Articles of the company will decide whether the dividend 
is to be calculated on the nominal value of the shares or on 
the amount paid up thereon. In the case of companies working 
under Table A of the Companies (Consolidation) Act, 1908, the 
calculation must be made, under Clause 98, on the paid up 
capital. 

Priority as to Return of Capital.—A preference shareholder 
is not entitled to a return of capital in a winding up in priority 
to other shareholders unless the Memorandum or Articles of 
the company so provide. If no such provision is made, the 
preference shareholders will rank on an equal footing with 
the ordinary shareholders in any distribution of the assets; 
that is to say, they will both receive back their paid up 


capital, when any surplus assets will be divided between them _ 


in proportion to the amounts paid up on their holdings, 
or in the case of insufliciency of assets they will abate 
proportionately to the amounts paid up on their shares. 
Where provision is made for priority in return of capital to 
preference shareholders they will be entitled to a return of 
their paid up capital before any return is made to subordinate 
shareholders, but apparently, where preferential rights either 
as to dividend or capital are attached to shares, there will be 
no right to any further share in the assets after repayment of 
the capital unless provision is made in the Memorandum or 
Articles for the same. Where, however, the funds available 
are insufficient to repay the preference shareholders and there 
are partly paid subordinate shares, calls may be made upon 
the latter to satisfy any balance of capital due to the former. 


Participating Preference Shares.—Preference shares may 
also be given participating rights; that is to say, the holders 
of such shares are given the right to receive their fixed 
dividend in priority to the holders of subordinate shares— 
after payment of which a specified rate of dividend will be 
paid on the subordinate shares, when a further right 
will be attached to the preference shares to share in the 
remaining surplus profits with the ordinary or deferred 
shareholders in the proportions fixed by the regulations of the 
company, é.g., they may be 7 per cent. cumulative participating 
(up to, say, 10 per cent.) preference shares, which usually 
means that the holders of such shares will receive 7 per cent. 
in priority to the ordinary shareholders, and after payment of 
a specified rate of dividend on the ordinary shares will be 
entitled to share equally with the ordinary shareholders in the 
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surplus up to a further 3 per cent., any balance still remaining 
going to the ordinary or deferred shareholders. 

Where the preference shares carry these participating rights 
they will be styled participating preference shares, or where 
they also have the rights afore-mentioned, cumulative 
participating preference shares. 


Convertible Preference Shares.—In addition to the foregoing, 
preference shares may also carry the right of conversion into 
ordinary shares up to a specified date. If they then have all 
the rights before mentioned they would be termed cumulative 
participating convertible preference shares. 

This further right is self explanatory and allows the 
shareholder to give notice to the company up to the date 
specified that he requires his holding in preference shares, or 
a part thereof, to be converted into ordinary shares. On 
conversion of the shares the shareholder’s name will be 
transferred from the preference share register of members to 
the ordinary share register, and he will then cease to have the 
benefit of the priorities attaching to the preference shares. 
A note should be made in the preference register of the fact of 
conversion of the holding and the date thereof. In the books 
of account conversions will necessitate transfers being made, 
via the journal or conversion register, from preference share 
capital account to ordinary share capital account. 

The notice of conversion is usually required to be given in 
writing, in which case the letter giving notice should bear the 
folio of both registers of members after the necessary records 
have been made in those books. 

The preference share certificate will be exchanged in due 
course for an ordinary share certificate, and care must be 
exercised to see that the preference certificate is cancelled. 


Right of Preference Shareholders to Reports, &c.— 
Sect. 114 of the Companies (Consolidation) Act gives preference 
shareholders in public companies equal rights with ordinary 
shareholders to receive and inspect balance-sheets, reports of 
directors and auditors’ reports. 


Voting Powers of Preference Shareholders.—The voting 
power of preference shareholders will be fixed by the Articles, 
and is often equal to that of the ordinary shareholder, but 
sometimes, although the Stock Exchange looks with disfavour 
on the practice, preference shareholders are given no voting 
rights whatsoever, except those they possess under the 
Companies (Consolidation) Act, 1908, in connection with 
reconstructions and alterations in the rights of such 
shareholders. 

The more common practice is to restrict the voting power 
of preference shareholders to matters in which they are 
directly affected, or only to allow them to vote if their 
dividends are in arrear, the object of such provisions being to 
prevent preference shareholders obtaining control of the 
business by electing directors under their control and thereby 
restricting the development of the business, for they are only 
concerned in preserving the business on a basis safe enough 
to provide their preference dividend, while the object of the 
ordinary shareholders would be to extend the business 
continuously, and they would take a certain commercial risk 
to do so in order not only to reap profit from which to pay 
the preference dividends, but to increase the profit available 
for distribution to themselves. 

It is therefore important that, where equal voting rights are 
given to the two classes of shares, care should be exercised in 
fixing the share capital of the company to see that the 
different classes of shares are so well balanced that the control 
of the business does not pass into the hands of the holders of 
a preferential class of share to the prejudice of the ordinary or 
deferred shareholders, for these latter shareholders must of 
necessity satisfy all prior interests before they can reap any 
benefit from their own holding. 


Ordinary Shares. 

Ordinary shares are those to which attach the right to take 
all surplus profits after satisfaction of prior interests subject 
to the rights attaching to any deferred shares. 

Where there are both cumulative and non-cumulative 
preference shares they are sometimes described as first and 
second preference respectively, or the non-cumulative shares 
may be described as ordinary ‘‘A’’ in which case the shares 
usually described as ordinary shares would be styled ordinary 
‘*B” shares. 


Where the preference and ordinary shares are 80 
distinguished there will generally be some difference between 
the various descriptions as follows :— : 

(1) In the rights of the holders as to:— 
Dividend, 
Repayment of capital on winding-up, or 
Voting power. 
(2) In the nominal value of the shares, ¢.g., the ordinary 
“A” shares may be of £1 nominal value, and the 
“B” shares only 2s., all other rights being equal. 


Where there are deferred or founders’ shares the ordinary 
shareholders will receive a fixed rate of dividend in priority to 
the deferred shareholders, and may, or may not, then 
participate with them in any surplus. 


Deferred or Founders’ Shares. 

Deferred or founders’ shares give the holders a right to the 
whole, or a share of, the surplus profits of each year which 
may be available after paying any dividends due on the 
preference and ordinary shares, and also a right to share in 
any surplus assets on winding-up. 

Deferred shares are usually issued as fully paid to vendors 
and promoters as part of the purchase consideration and are 
in most instances of small nominal value. They are as a 
rule, however, entitled to a large share of the surplus profits 
and sometimes to the whole of such profits, or they may be 
given the right to participate equally with the ordinary 
shareholders therein. 

It is important to see that the implied power of directors to 
put to reserve any sum they consider necessary before the 
payment of dividends, is expressed in the Articles, as the 
holders of deferred shares are often very keen on dividing the 
profits up to the hilt, thus jeopardising the stability of 
the business. 

The number of deferred shares or, as they are sometimes 
called, founders’ or management shares, and the nature and 
extent of the holders’ interest in the property and profits of 
the company must be stated in any prospectu~ issued by the 
company, to comply with the provisions of sect. 81 of the 
Companies (Consvlidation) Act, 1908. 


Co-partnership Shares. 


A company may also issue shares, known as co-partnership 
shares, to employees only, in order to give them a personal 
interest in the business apart from a wages interest. 

Co-partnership shares are those issued to employees under 
some scheme of co-partnership, and may or may not carry 
voting powers, but are frequently given preferential rights 
both as to repayment of capital on winding up and payment 
of dividend, or they may be given a right to dividend at 
a fixed rate after payment of a certain dividend on the 
ordinary shares. 

The Articles will decide under what conditions co-partnership 
shares may be issued, and will usually provide that the consent 
of the company in general meeting must te obtained by a 
specified majority before such shares can be issued. 

Shares of this class are not usually transferable, although 
they may be so, and a condition of issue is usually made 
that in the event of any employee leaving the service of the 
company the shares are to be transferred to a nominee of 
one of the directors or to the secretary at a fixed price or at 
a price to be agreed upon, or at the market price. Stipulations 
are also usually made as to the surrender of the shares in the 
case of the misconduct of the employee. On the other hand, 
these shares are sometimes issued with rights equal to those of 
other classes possessed by shareholders who are not employees. 


Stock. 

Any of the aforementioned classes of shares may be 
converted into stock, provided the shares are fully paid, 
under sect. 41 of the Companies (Consolidation) Act, 1908, 
which provides that a company, if so authorised by its 
Articles, may convert all or any of its paid up shares into 
stock or re-convert that stock into paid up shares of any 
denomination. 

The mode of converting shares into stock will be governed 
by the Articles, which may require an ordinary, special or 
extraordinary resolution of the company in general meeting 
for the purpose, or the power to convert may be vested in 


the directors. Where the Articles do not contain the necessary 
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power, one special resolution only will be necessary to take 
power and exercise it. 

Notice of any conversion or re-conversion must be given 
to the Registrar of Companies. . 

The chief differences between stock and shares are :— 

(1) Stock cannot be issued in the first place. 

(2) Stock must be fully paid up. Shares may be 
partly paid up. 

(3) Subject to the regulations of the company, stock 
may be issued or transferred in fractional parts. Shares 
cannot be issued or transferred below the nominal amount 
of each share; and 

(4) Stock has no distinctive numbers. Each share must 
be distinguished by a separate number, as required by 
sect. 22 (2) of the Companies (Consolidation) Act, 1908. 


Frxinc Return on PREFERENCE SHARE CaPITAL AND 
LoaNnaBLeE CAPITAL. 

I should like now to consider the fixing of dividends on 
preference shares and interest on loanable capital. In fixing 
the rate of such dividend and interest the following factors 
must be considered :— 

(1) The basis for gilt-edged securities. 

(2) The degree of risk run by the concern in trading. 

(3) The security afforded by the investment; and 

(4) The demand for such an investment in the market. 
That is to say, the basis for gilt-edged securities such as 
British Government stocks, which at present yield a return 
of about 44 per cent., will be taken as the foundation; to this 
must be added a percentage for commercial risk, varying 
according to the standing of the company, the security afforded 
by the investment and the demands of the investor, usually 
from 2 per cent. to 5 per cent. Where the concern is engaged 
in a highly speculative business, such as a mining company, a 
much higher percentage would have to be added or, to be 
attractive, ample participating rights would have to be given 
in addition to the fixed rate of dividend. It is unusual, 
however, for such speculative concerns to issue any other 
class of shares than ordinary shares. 

The dividends or profits record of the concerns must also 
be taken into account and allowed for when fixing the 
percentage to be added for commercial risk. 

The difference between interest on loanable capital and 
dividends on share capital must also be taken into consideration, 
both when fixing the nature of the capital and when fixing the 
rate of interest or dividend payable. : 

Interest on loanable capital is a charge against the profits of 
the business, and is payable whether profits are earned or not, 
unless the conditions of the issue of such capital provide that 
the interest shall only be payable out of profits. Dividends, 
on the other hand, are appropriations of profit, and are only 
payable out of profits, so that if there are no profits available 
a dividend cannot be paid. This also has a material bearing 
on the accounts of the company, for any outstanding interest 
on loanable capital is a debt and must be reserved for, but 
dividends are only brought to account when declared, subject, 
of course, to the note, already mentioned, in the case of 
arrears of cumulative preference dividends. 


ALTERATION OF SHARE CaPITAL. 

When once fixed the share capital is not unalterable, but 
may be altered as provided by the Memorandum or as provided 
by the Companies (Consolidation) Act, 1908. That is to say, 
the capital may be increased, reduced, consolidated, subdivided 
or cancelled in the manner prescribed by sect. 41 and 
sects. 44 to 55 of the Act, and the rights of the shareholders 
can be varied as provided by the Memorandum, or, in the 
absence of any such provision, under sects. 45 and 120 of 
the Act. 

IncREASE OF CaPITAL. 

The authorised share capital of the company may be 
increased as provided by the Articles. That is to say, by 
ordinary, special or extraordinary resolution as the case may 
be, or the power to increase may be left to the directors. 
The power must, however, be contained in the Articles, and 
where this is not so, any clause in the Memorandum purporting 
to give the power will be ineffective. Where the Articles give 
no power to increase the capital, power may be taken and 
exercised by one special resolution. 


Notice of any increase must be given to the Registrar within 
fifteen days after the increase takes place. 

The capital duty of £1 per cent. must also be paid on the 
increased amount of capital. Where, however, an increase of 
capital takes place simultaneously with a reduction of capital 
the capital duty is not payable under a concession made by the 
Inland Revenue with the following conditions :— 

(1) That the provision for increasing the capital is made 
at the same time as the resolution is passed for reducing it. 

(2) That if the capital is increased to a figure higher 
than the amount by which it is reduced, duty must be 
paid on the net increase. : 


This concession is reasonable, as duty paid on an increase 
of capital does not become repayable upon the amount by 
which the capital may subsequently be reduced. 

None of the aforegoing provisions apply to an increase of 
paid up capital, which can usually be increased by the 
directors, who make calls as and when the further capital is 
required, nor do they apply to an issue of capital already 
authorised. 

Repvucrion oF SHarRE Capivau. 

A company may reduce its share capital as provided by 
sects. 46-55 of the Act, and cannot take power to reduce it in 
any other way. 

Where the Articles already give power to reduce the capital 
a special resolution will be necessary to exercise that power. 
If the Articles do not give this power, unlike an increase in 
capital two special resolutions will be necessary to effect the 
reduction—one to take power and tbe other to exercise it 
when taken. 

After the resolution or resolutions have been passed, the 
sanction of the Court to the reduction will be required, and 
will be petitioned for under sect. 47 of the Act. 

I regret we have no time this evening to go into the matters 
which the Court take into consideration before confirming the 
reduction, but the Court will not only carefully study the 
effect of the reduction on the interests of the shareholders 
inter se, but also how the interests of creditors are affected. 

The words ‘‘and reduced’’ must be added to the name of 
the company after the word ‘‘ limited” for such period as the 
Court may fix. These words must be used from the date of 
the confirmation by the company of the resolution for 
reducing the share capital where the rights of creditors 
intervene, and on and from the date of the presentation of the 
petition to the Court for confirming the reduction where the 
rights of the creditors are not affected; that is to say, where 
the reduction does not involve either the diminution of any 
liability in respect of unpaid share capital or the payment to 
any shareholder of any paid up capital. The object of the 
use of the words ‘‘and reduced”’ is to ensure that persons 
dealing with the company will have notice that its status has 
been altered. 

Another protection to potential creditors and others is 
contained in sect. 55 of the Act, under which the Court may 
require the company to publish, as the Court directs, not only 
the reasons for the reduction, but any other information in 
regard thereto which the Court may thiak expedient, with 
a view to giving proper information to the public. The-Court 
may also require the causes which led to the reduction being 
likewise published. 

The order of the Court must be advertised and will not 
become effective until it has been registered with the Registrar 
of Companies. 

In the following cases of reduction of capital neither the 
sanction of the Court nor, necessarily, a special resolution of 
the company are required, but each case must be carried out 
in conformity with the Articles of the company :— 

(1) To forfeit shares for non-payment of calls where 
power to forfeit is given in the Articles. 

(2) To accept a surrender of shares as a short cut to 
forfeiture where the right to forfeit has already arisen. 

(3) To cancel shares which have never been taken or 
agreed to be taken. 

(4) To return accumulated profits in reduction of 
paid up capital, such capital remaining liable to be called 
up again. 

Sect. 40 of the Act requires this last named reduction to be 
made by specia) resolution. This section also provides that any 
shareholder may, within one month of the passing of such a 
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resolution, require the company to retain the cash repayable 
to him and invest it in authorised securities. Such amounts 
retained must be stated in the annual list and summary. 
The object of this provision is to leave the shareholders with 
no liability on the shares, the amount retained being available 
to meet future calls. The interest received by the company 
from such authorised investments must be paid over to the 
shareholders concerned. 

The amount of any undivided profits so returned under 
sect. 40 must be specified in any statement of accounts laid 
before the company in general meeting. 

The book-keeping entries necessary to give effect to this 
section would be to credit cash and debit the general reserve 
account with the cash returned to shareholders and debit the 
share capital account and credit a capital reserve account 
with a like amount. 

In any reduction of capital under sect. 46 of the Act, the 
rights of the different classes of shareholders should be 
preserved as far as possible. Where preference shares have 
no priority as to return of capital they should bear the burden 
of reduction equally with the ordinary shares; otherwise the 
loss should fall entirely on the ordinary shares or deferred 
shares, if any. 

Where preference shares have a preference as to return of 
capital, and are cumulative as to dividend, the reduction 
of the ordinary share capital is no compensation to the 
preference shareholders who are called upon to sacrifice 
arrears of dividend, because the reduction of the ordinary 
share capital is merely a book-keeping entry, and does not, in 
such a case, affect their rights in the least degree, as they will 
still be entitled to surplus profits and to surplus capital in the 
event of winding up. 

Reduction schemes of late have tended to act more against 
the preference shareholders than against the holders of 
ordinary shares, and the following extract which appeared in 
the issue of the Financial Times of July 19th, 1924, over 
the initials of F.D.H., gives vent to the feelings of such 
shareholders :— 

‘* Where there’s a melon to divide, 

Me they remember not ; 

The ordinary shareholders decide 
And take the blessed lot ; 

That rare and most refreshing fruit 
In shape of £ s. d., 

The ordinary shareholders loot— 
They don’t remember me. 


‘* When things go ill and slumps attack 

Our little garden plot, 

The ordinary holders hack 
And hoe and make it hot. 

They cut down here and lop off there 
To save the £ s. d., 

As I’ve a preferential share, 
Well, they begin with me.”’ 


It must, however, be remembered that were it not for a 
reduction of the ordinary share capital the preference 
shareholders would not or might not receive the dividends in 
the future which such a reduction makes available to them. 
On the other hand, as far as the ordinary shareholders are 
concerned, it does not really matter to what figure the 
nominal value of the share is reduced, for they still retain 
the same interest in the profits and capital of the company 
unless the scheme of reduction gives some compensation to 
preference shareholders either by way of increased fixed 
dividend or by issuing to them, under the scheme, ordinary 
shares as compensation for the sacrifice of arrears of 
preference dividends, or by giving them participating rights in 
addition to their right to a fixed dividend. 


ConsoLIDATION AND SUBDIVISION oF SHARES. 

In addition to the power to alter its share capital by 
increase under sect. 41, and by reduction under sect. 46, and 
by the conversion of paid up shares into stock, a company 
may aiso, if so authorised by its Articles, alter it under 
sect. 41 of the Act as follows :— 

(1) By consolidating or dividing any of its share 
capital into shares of larger amount than its existing 
shares, e.g., by issuing a £1 share for every twe 


In view of what has already been stated as to the 
marketability of shares of high nominal value this power is 
rarely taken advantage of. 

The resolution necessary to exercise the power will usually 
be fixed by the Articles, but where this has not been done the 
power can be taken and exercised by one special resolution. 

(2) By subdividing its share capital into shares of 
smaller amount than the existing shares, e.g., the 
subdivision of a £1 share into five shares of 4s. each or 
twenty shares of ls. each. The proportions unpaid on 
the subdivided shares must, however, remain the same as 
before the sub-division took effect. That is to say, a £1 
share credited with 10s. paid can only be converted, in 
the cases mentioned, into five shares of 4s. each credited 
with 2s. each paid or twenty shares of ls. each credited 
with 6d. each paid. An assessment on shareholders 
cannot therefore be made under this provision. 

The Act requires this alteration to be made by special 
resolution, and consequently if the Articles do not contain 
power to make the alteration two special resolutions are 
necessary—one to take power and the other to exercise it. 
It is difficult to see why a special resolution should be 
necessary in this case and not be necessary in the reverse 
operation of consolidation. The fact that before the passing 
of the Companies (Consolidation) Act, 1908, it was illegal to 
sub-divide shares may, however, have some bearing on the 
anomaly. 

(3) By cancelling shares which at the date of the 
resolution in that behalf have not been taken or agreed to 
be taken by any person, and by diminishing the amount 
of its share capital by the amount of the shares so 
cancelled. The object of this provision is to enable the 
company to reduce its unissued nominal capital by the 
amount of the shares so cancelled without having 
recourse to the Courts under sect. 46. 

It is expressly provided in sect. 41 of the Act that this 
cancellation of share capital shall not be considered a 
reduction of capital. 

The method of cancellation will be fixed by the Articles, but 
if it is not so fixed only one special resolution will be necessary 
to take power and exercise it. 

The rights of consolidation and subdivision of shares under 
sect. 41 must not be confused with the power to consolidate 
and subdivide shares of or into shares of different classes 
under sect. 45 of the Act. Under sect. 41 the rights of the 
shareholders after alteration of the capital remain the same as 
before, but under sect. 45 the rights would be altered. 


REORGANISATION OF SHARE CaPITAL. 

Alteration in the rights attaching to the different classes of 
share capital where the priorities are stated in the Memorandum, 
could always be effected if the Memorandum also gave power 
to make the alteration, in which case the mode of alteration 


| would also be prescribed in the Memorandum itself or in the 


Articles and would not require the sanction of the Court. If, 
however, the Memorandum gave no power to alter the rights, 
they could not be altered. 

Now, however, where the priorities are fixed by the 
Memorandum with no expressed power to alter, the capital 
can be reorganised under sect. 45 of the Act, which gives 
power to consolidate different classes of shares, or to divide 
shares into different classes by special resolution, confirmed 
by the Court. The privileges attaching to any special class of 
share, however, can only be interfered with by a resolution 
passed by a majority in number of the shareholders of the 
class or classes whose rights are affected und who hold 
three-fourths of the share capital of thatclass; this resolution 
must then be confirmed by one passed by a simple numerical 
majority of the same class or classes present in person or by 
proxy at a subsequent meeting. A resolution so passed, when 
confirmed by the Court, is binding on all the shareholders of 
the class. 

Any order made by the Court under this section, or an office 
copy thereof, must be filed within seven days after the making of 
the order, or within such further time as the Court may allow, 
and the resolution does not take effect until such a copy has 
been so filed. 

It must be remembered that sect. 45 only applies to a 
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shares held or a £5 share for every five £1 shares held. 
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shares of or into shares of different classes, and not to a 
modification of the rights of a particular class, which latter 
should be carried out under sect. 120 of the Act. 


MopiricaTIon oF THE RIGHTS OF A PARTICULAR CLass. 

A modification of the rights of a particular class of 
shareholders. not involving a reorganisation of the capital of 
the company by consolidation of shares of different classes or 
by division of particular shares into shares of different classes, 
can be carried out under sect. 120 of the Act, but in this case 
the permission of the Court must be first obtained to hold the 
meeting and after the resolution has been passed by a majority 
in number amounting to three-fourths in value of the members 
present in person or by proxy at the meeting, the sanction of 
the Court must be obtained to the scheme. 

No confirmatory meeting is required to be held under this 
section, but the company must go to the Court twice. 

When the scheme is sanctioned by the Court it will bind 
the members and the company. 

I regret that time will not allow me to deal with the 
alteration in the rights of shareholders by a reconstruction 
under sect. 192, and must finish by thanking you for your 
very kind attention to what must be to most of you a very dry 
subject, but-one which I can assure you can become a 
fascinating study. 


ACTION FOR ALLEGED 


Mitchells v. W. B. Peat & Co. 


In the King’s Bench Division, on February 3rd, before 
Mr. Justice Avory and a special jury, the hearing was 
concluded of an action in which Messrs. W. B. Peat & Co., 
Chartered Accountants, Ironmonger Lane, London, E.C., were 
sued by Messrs. William, Adam, John, Henry, David and 
James Mitchell, motor and sanitary engineers, who claimed 
damages for aileged negligence and breach of duty. Defendants 
denied the allegations. 

The hearing had lasted five days, when his Lordship decided 
that the action was barred by the Statute of Limitations and 
ordered the jury to find a verdict for defendants, which 
was done. 

Sir Walter George Schwabe, K.C., appeared for the 
plaintiffs, and Mr. Stuart Bevan, K.C., with whom was 
Mr. Merriman, K.C., were for defendants. 

Plaintiffs, said Sir Walter Schwabe, were brothers, who by 
their industry built up a considerable business in Drury Lane, 
which included a motor department and which, when they 
met defendants, was worth £132,000. Within three and 
a-half years the Mitchell family was reduced to penury and 
lost the whole of their business through, they alleged, 
negligent advice which defendants had given them and 
through defendants’ active interference with the business. 
Plaintiffs began business in 1887, and purchased properties. 
In 1908 they lost £30,000 through the dishonest action of a 
solicitor, who afterwards committed suicide. At that time 
they had a banker’s advance of £20,000 and £5,000 from an 
insurance company, and, needing money to repay those 
advances, they were introduced to Messrs. Peat for advice. 
An introduction to Messrs. Mortimer, Scotter & Co., a firm of 
financiers, followed, and it was suggested that the best way 
would be to turn the business into a company and for the 
Mitchells to take their purchase price in debentures. Messrs. 
Peat strongly advised the Mitchells to do this, and plaintiffs 
accepted this advice in principle. Subsequently the company 
was formed, the arrangement being for plaintiffs to sell their 
assets, including the goodwill, for £40,000 in debentures and 
80,000 ordinary shares. Plaintiffs were to be directors 
of the company for seven years without remuneration and 
Messrs. Peat were to be one of the trustees for the 
debenture holders. The debentures were sold and plaintiffs 
received £38,500, with which they repaid the banker’s and 
insurance company’s advances, and invested £10,000 in 
the company in consideration of their 80,000 shares. The 
company was left with only £10,000 working capital, and 
Counsel suggested that Messrs. Peat should have advised 


NEGLIGENCE. 


interview between the Mitchells and Mr. Peat, Mr. Wright, a 
representative of Messrs. Peat, attended all the future 
meetings of the directors, and eventually became a director of 
the company and practically controller of the business. Ata 
meeting of the finance committee in April, 1913, Mr. 
Crawshay-Williams, the new manager of the motor business, 
proposed a resolution that the services of James and David 
Mitchell should be dispensed with in the motor business. 
Mr. John Mitchell declined to agree, and Mr. Peat then said: 
“If you do not agree I will put in a receiver and make 
Williams manager.’’ Mr. Mitchell rose and, exclaiming 
‘*God help the Mitchell family,’’ walked out of the room. 
The position became worse, and on June 27th, 1913. Mr. Peat 
was appointed receiver and manager on bebalf of the 
debenture holders at a salary of £1,000 a year. This was 
brought about, plaintiffs alleged, by defendants or their agent 
withholding the signature to a cheque in payment of a small 
debt, in respect of which a writ was issued and duly executed. 
That gave the debenture holders the right to appoint a 
receiver. 

Giving evidence in support of Counsel’s statement, Mr. John 
Mitchell, one of the brothers, said that in 1908 they were 
worth £250,000. They had every confidence in Mr. Peat to 
advise them rightly. 

Cross-examined by Mr. Stuart Bevan, witness said the writ 
was not issued until 1918, and after that he had to go intoa 
nursing home for two years. Since the company was formed 
Sir Fredk. Scotter, Mr. Doo (a clerk at Messrs. Peat) and 
Mr. Turrell (the motor expert who reported on the business) 
had died. Sir William Peat subscribed originally for £2,000 
worth of debentures, and had lent witness and his brothers 
£1,600. Witness did not know that at the time of liquidation 
the company owed Messrs. Peat £900 for auditors’ fees, and 
that it was because of their interest in, and anxiety for, the 
company that they refrained from asking for these. Witness 
did not complain about Sir Fredk. Scotter, whom he had 
found to be an honourable gentleman, although Sir Frederick 
suggested the formation of the company, because nothing was 
acted upon without Messrs. Peat being consulted. Witness 
denied that for a considerable time before they met Messrs. 
Peat the business was in great difficulties or that a good deal 
of the business consisted of speculation. Witness had no 
knowledge of company matters, although as early as 
January, 1907, they contemplated forming a company. 


Witness was handed the second draft of a company 
prospectus and, asked if he had seen it before, he said he had 
seen something of the kind. 

Mr. Stuart Bevan: Did you have that prospectus of the 
formation of a company with a capital of £250,000 prepared 
and printed ? 

Witness: No prospectus was printed or revised by the 
Mitchells. 

The date on the prospectus was December 31st, 1906, and 
Counsel asked witness if it was not a fact that as early as that 
they were trying to form a company, and that having failed 
in two attempts, in despair they went to Messrs. Peat for help. 
Witness: There was no despair. 

Counsel: Was it not part of the scheme, originally put 
forward by these prospectuses and having failed, that you 
should go to someone else to try again? 

Witness: We went to Messrs. Peat with a view to getting 
the advice of the most eminent firm in the City. 

Mr. Bevan: Did Mr. Peat, at that first meeting with you, 
say: ‘‘I am nota financial adviser ; you must see a financier. 
You had better see Mr. Scotter”? I never heard the words. 
Mr. Peat introduced me to Sir Fredk. Scotter with a view to 
raising a mortgage. . 
Cross-examined regarding the position of the firm before 
plaintiffs met Messrs. Peat, witness said he had no recollection 
of the bank ever haying refused to meet a cheque drawn by 
them or that in 1907 the bank stopped further finance to the 
business. 

Counsel: I put it to you, you had great financial pressure 
at this time? > 

Witness: We had ordinary business pressure. 

Is it a fact that your merchants had refused to supply you 
with goods except against cash ?—We had volunteered to pay 


plaintiffs that was not sufficient. As the outcome of an 


cash rather than increase credit. 
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In further cross-examination Mr. John Mitchell said, 
regarding a second attempt to form a company of plaintiffs’ 
Wardour Street property, at that time, in 1908, the value of 
the property as shown in their books was £72,500, although 
an independent valuation for the purpose of securing an 
advance was only £35,000. Witness denied that most of 
their property stood in the books at too high a figure. 
Witness persisted that the income of him and his brothers was 
between £10,000 and £12,000 a year, but admitted that 
figures which Counsel handed to him did not indicate that. 


His Lordship: According to these, in 1907 it was £5,000, 
and in 1908 £9,700, so that the average for these years is 
about £7,000. 

Witness said he was not very far out, and in reply to 
Mr. Stuart Bevan, who challenged him to produce anything 
to show an average income anywhere in the neighbourhood of 
£10,000, he contended he had not exaggerated. They were 
claiming from Messrs. Peat £102,458 11s. 9d. loss of income 
at the rate of £11,384 5s. 9d. for nine years. 


Another brother, Mr. David Mitchell, motor engineer, then 
gave evidence, and was asked by his Counsel about a balance- 
sheet of 1912. ' . 

Mr. Stuart Bevan objected, as there was no mention, he 
said, in the pleadings of the allegation now made that this 
was an untrue balance-sheet. 


Sir Walter Schwabe: I submit I am entitled to adduce 
evidence to show that this balance-sheet was untrue and 
included items to show that the company was in a worse 
position than it really was. 

Mr. Justice Avory: This evidence is not admissible, and I 
say now that I hope the jury will be able to wipe out of their 
minds any impression of this gross allegation against 
defendants, which is not in the statement of claim but which 
has only been put forward at the last moment. In my 
opinion it is most improper. 

In the course of cross-examination of the witness regarding 
the cheque for £61 odd, of which plaintiffs complained, 
Mr. Stuart Bevan said it was preposterous to suggest it was 
not signed in June, 1913, for the purpose of bringing about 
the downfall of the company. At the time there were 
outstanding mortgage interests which gave Messrs. Peat the 
right, as early as May 3ist, 1913, to apply on behalf of 
the debenture holders for the appointment of a receiver. 

Evidence having been given by Mr. William Mitchell, Junr., 
architect and surveyor, nephew of Mr. John Mitchell, with 
regard to the alleged refusal of Mr. Wright to sign the cheque 
for £61, and by Mr. Frank Rayner, manager of the Strand 
branch of Barclays Bank, as to the state of the banking 
account of the company in June, 1913, plaintiffs’ case was 
concluded. 

After hearing Mr. Stuart Bevan, who submitted there 
was no case to go to the jury, his Lordship said that 
in his opinion the whole of this claim was barred by 
the Statute of Limitations. The claim was divided under 
two headings. ‘he first was for damages on the ground 
that defendants, acting as financial advisers to plaintiffs, 
wrongly advised them to form a limited company of their 
business. If given at all, that advice was given in 1909. 
Quite apart from the question whether there was any evidence 
proper for the consideration of the jury, the proper inference 
to be drawn from the evidence was that Messrs. Peat never 
acted in that capacity, and even if advice were given it was 
clear that it was given in 1909, whereas the action was not 
commenced until July 31st, 1918. Therefore Sir Walter 
Schwabe had very properly withdrawn that part of the claim. 
Passing to the second heading of the claim, it was material to 
observe what the claim actually was. As the statement of 
claim originally stood there was no allegation of any cause 
of action against. defendants, and so amendment of it was 
made on the understanding that any cause of action there 
might be should be deemed to have commenced at the date of 
the amendment, October 21st, 1919. The question, therefore, 
which his Lordship had to determine was whether the 
amended claim was brought within the six years of the 
alleged cause of action. Plaintiffs claimed that Alfred 


Wright, in refusing to sign a cheque for £61 odd, was acting 
in conjunction with William Henry Peat in a pre-arranged 


in the em oe Realising that the real complaint made 
under this heading was that the action of Mr. Wright and 
Mr. Peat resulted in the appointment of Mr. Peat as 
receiver—and that in June, 1913—plaintiffs had gone on to 
allege, in order to bring the case within the Statute of 
Limitations, that there was cause of action fraudulently 
concealed from them by defendants. In his Lordship’s 
opinion it was sufficient to say there was no statement in the 
pleadings of any fraud committed by defendants which had 
that result. That being so, the claim under the second 
heading was barred by the Statute of Limitations. Other 
words in the amended claim were that the action of 
Mr. Wright in refusing to sign the cheque caused the 
company todefault in paying its debts and the appointment 
of a receiver, which was part of the alleged pre-arranged plan. 
The evidence had been that the appointment of a receiver 
had in fact caused damage and ultimately led to the 
liquidation of the company. Therefore the date from which 
the period and the Statute of Limitations should have been 
reckoned was from the date of that appointment in June, 1913, 
and not the liquidation of the company. Even if his Lordship 
were wrong in his view of the Statute, he was clear that there 
was no evidence proper to be submitted to the jury that 
Mr. Wright, in refusing to sign that cheque, was acting either 
as agent or servant to defendants. He acted as a director of 
the company appointed to watch over the interests of the 
debenture holders, and in no other capacity did he act. 
That alone would be quite sufficient to determine the action 
in favour of the defendants, because the whole basis of the 
claim was that Mr. Wright, in refusing to sign the cheque, 
was acting on behalf of defendants. 

As directed by the Judge, the jury found a verdict for 
defendants with costs, and refusing Sir Walter Schwabe’s 
application for a stay of execution his Lordship said: ‘‘In 
opinion, without hearing the evidence from defendants at 
this claim is one of the most preposterous and unfounded 
which has ever been brought into a Court of Justice.” 


Judgment was entered for defendants. 


Scottish Aotes. 


(FROM OUR CORRESPONDENT.) 


——e 
‘ 


Meeting of Scottish Council. 


A meeting of the Council of the Scottish Institute of 
Accountants (the Scottish Branch of the Society) was held in 
Glasgow on the 6th ult. There were present Mr. D. Hill Jack, 
J.P., President, in the chair; Mr. Alfred Batty, Mr. R. T. 
Dunlop, Dr. John Bell, Mr. John A. Gough, Mr. John Meikle, 
Mr. W. Davidson Hall, Mr. P. G. 8. Ritchie and Mr. 
J. Cradock Walker, Glasgow; Mr. Walter MacGregor, Mr. 
Wm. Robertson, F.F.A., and Mr. J. Stewart Seggie, 
Edinburgh; Mr. W. J. Wood, Perth; and Mr. James 
Paterson, Secretary. Apologies for absence were intimated 
from Mr. Robert Young, Elgin; Mr. W. L. Pattullo, Dundee ; 
and Mr. J. T. Morrison, Coatbridge. A number of applications 
to sit the examinations were submitted and passed on to the 
Examination Committee or otherwise dealt with, and other 
matters relative to the profession in Scotland considered and 
disposed of. A report by a committee appointed to consider 
amendments to the bye-laws of the Institute was approved. 
Request by the members of the Society in Edinburgh that the 
Council should organise a District Committee for Edinburgh 
was considered, and the Secretary was instructed to convene 
a meeting of the Edinburgh members, hear their views, and 
report to the next meeting of Council. 


Honour to Scots Law Examiner. 


We note with pleasure the appointment by the Lord 
Lieutenant of the County of Peebles, as a Deputy Lieutenant 
of that county, Captain James Rissik Marshall, younger of 
Rachan. Captain Marshall is an Advocate of the Scottish 


plan, wrongfully devised, to injure plaintiffs as shareholders 


Bar and the Examiner in Scots Law for the Society. 
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Proposed District Committee for Edinburgh. 


A meeting of Edinburgh members of the Society was 
held on the 18th ult. in the chambers of Mr. Walter 
MacGregor, Edinburgh, in connection with the request to the 
Scottish Council to form a District Committee for Edinburgh. 
There were present Mr. J. Stewart Seggie (who was called to 
the -—~, - Walter MacGregor, Mr. James C. Cessford, 
Mr. G. W. Fortune, Mr. J. D. Imrie, B.Com., Mr. John 
Stirling, B.L., B.Com., Mr. D. R. Mathieson, M.A., Mr. Cyril 
Te . Alastair Macdonald, Mr. A. A. Middleton and 
Mr. J. E. I. Bloom, and Mr. James Paterson, Secretary of the 


Scottish Institute of Accountants. Apologies for absence |- 


were intimated from Mr. Wm. Robertson, F.F.A., Mr. O. W. 
Arnold, Mr. Douglas Wilson, &c. The Chairman having 
explained the object of the meeting, the members present 
expressed their opinion that such a committee would be of 
considerable assistance in promoting the interests of the 
Society in Edinburgh and district, and it was resolved that 
the Scottish Council be asked to organise a District Committee 
for that purpose. 


Bankruptcy Prosecution. 


It is an offence under the Bankruptcy (Scotland) Act, 1913, 
for a bankrupt who is a debtor to an extent exceeding £200 
not to have kept proper business books, but it is seldom that 
a conviction can be obtained for this breach of the law. Last 
month an Aberdeen solicitor was charged and pleaded guilty 
to an indictment that, being a debtor to an extent exceeding 
£200 he did not keep such books or accounts as were necessary 
to exhibit or explain his transactions from the time he 
commenced business on his own account at January Ist, 1922, 
and also that he had failed to account for a sum of £47 11s. 
entrusted to him by clients. The Fiscal in prosecuting stated 
that the accused kept books in such a meagre fashion 
that he did not think even the accused could make up a 
statement of his affairs, and that for a year there were no 
books at all. The sheriff sentenced the accused to six 
months imprisonment. 


Suggested Commercial Court. 


Lecturing last month to the Institute of Bankers in 
Edinburgh, Professor Wright, of the Chair of Mercantile Law 
in the University of Glasgow, dealing with ‘‘ Advances against 
Bills of Lading,” said that the financing of international trade 
by the banks consisted largely in advances upon security of 
bills of lading. In Scotland such documents were indispensable 
in this connection owing to the legal necessity for delivery to 
charge goods for debt. For the same reason the banks must 
keep control of the goods. Where, therefore, the customer 
sold the cargo on arrival, he must have been expressly 
appointed to do so as the bank’s agent. Otherwise, the goods 
or proceeds might be attached by his creditors. As recently 
decided, a banker could not refuse to accept proper documents 
presented under a confirmed credit, even upon instructions 
from his customer. Such refusal would render the bank liable 
in damages to the seller, even though the customer had ground 
for instructing the refusal. Referring to what documents 
might be tendered under c.i.f. contracts, the Lecturer said 
that recent cases showed that, unless otherwise expressed or 
implied by the contract, the buyer might refuse a bill of lading 
issued at an intermediate port, or by an inland carrier, or for 
carriage partly overland. Further, no certificate of insurance 
had yet been held a good substitute for the policy, although 
some Judges indicated an American certificate would do if it 
contained the full terms of the insurance. A policy covering 
goods shipped abroad could not be refused merely because 
issued by foreign underwriters and payable in foreign currency. 


In the Lectarer’s opinion there was urgent need for a | Pairs allowance exceeded its net annual value, and the owner 
commercial court in Scotland similar to that established in | ©!#imed to recover tax paid in excess. 


England in 1895, which had proved of great value to 

commercial men. The present expense and delay in litigation 

was unduly fostering arbitration, and thus depriving the 

Judges of commercial experience, and the public and the legal 

profession of authoritative precedents. This was already 

a the growth and development of mercantile law in 
nd. 


Notes on Regal Cases. 


(The abbreviations at the end of each of the cases refer 
to the following law reports, where full reports of the case 
may be found. The Law Reports and other reports are 
cited with the year and the Division, e.g. (1923) 2 K.B.:— 


T.L.R., Times Law Reports; The Times, The Times News- 
;L.J., Law Journal; L.J.N., Law Journal Newspaper; 
-T., Law Times; L.T.N., Law Times Newspaper; 8.J., 
Solicitors’ Journal; W.N.,Weekly Notes; 8.C., Sessions Cases 
Scotland); S.L.R., Scottish Law ; LL.T., Irish 
w Times; J.P., Justice of the Peace (England); L.G.R., 
Knight's Local Government Reports; B.& C.R., Bankruptcy 
and Company Cases. 


The other abbreviations used in modern reports are H.L., House 
of Lords; A.C., Appeal Court (House of Lords and PrivyCouncil); 
C.A., Court of Appeal; Ch., Chancery Division; K.B., King’s 
Bench Division; P., Probate, Divorce and Admiralty Division ; 
C.8., Court of Session (Scotland); J., Mr. Justice (King’s Bench 
or Chancery); L.J., Lord Justice; L.C., Lord Chancellor; 
M.R., Master of the Rolls; P., President of Probate, Divorce and 
Admiralty.] 


REVENUE. 


Collins v. inland Revenue. 


Estimated Future Loss cannot be Deducted in calculating 
Excess Profits Duty. 

A company entered into contracts for the supply of esparto 
grass. There wasa heavy fall in prices prior to delivery and the 
company claimed to deduct estimated loss on these contracts 
before striking their figure for profits for the accounting period 
under Finance (No. 2) Act, 1915, Fourth Schedule, Part I, Rule 1. 
It was held by the First Division, Court of Session, that an 
estimated future loss could not be so deducted. 

(C.S.; (1925) 8.L.T., 51.) 


Glanvill, Enthoven & Co. v. Inland Revenue 
Commissioners. 


Remuneration of Manager concerned in the Management of 
the Business. 

The House of Lords dismissed an appeal from the Court 
of Appeal reversing a decision of Rowlatt (J.). D was in 
charge of the underwriting of a business which was the 
substratum of the whole business, and the company claimed 
to deduct his remuneration from their profits assessable to 
excess profits duty to which the Crown objected upon the 
ground that he came within the description of a manager 
or person concerned in the management of the business, the 
allowance in respect of whose remuneration was restricted 
under the Finance (No. 2) Act, 1915, to £2,000 for the year 
in question. ; 

It was held that D was in control of an essential part of the 
appellants’ business and that management was not limited to 
control and control only, and it was impossible to say that he 
was not concerned in the management of the business within 
the meaning of those words in the statute. 


(H.L. ; (1925) 159 L.T.N., 115.) 


Crompton v. Campbell. 
Claim to repayment of Income Taz. 
The cost of maintenance of an estate as reduced by the 


It was held by the First Division, Court of Session, that the 
owner’s right to recover was limited to the amount of tax 
actually paid under Schedule A, Rule VIII, No. 5, Income Tax 
Act, 1918, in respect of that particular estate, and did not 
extend to tax on assessment under other schedules or on other 
subjects assessed under Schedule A. 


(C.8.; (1925) S.L.T., 43.) 


thie in on 


: a 
— : 
psnsenmneneneecnene a 
; | 


